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PAPERWORK  REDUCTION  ACT 


FRroAY,  JANUARY  27,  1995. 

House  of  Representatives, 
Committee  on  Small  Business, 

Washington,  DC. 

The  committee  met,  pursuant  to  notice,  at  10:04  a.m.,  in  Room 
2359-A,  Raybum  House  Office  Building,  Hon.  Jan  Meyers  (chair- 
woman of  the  committee)  presiding. 

Chairwoman  Meyers.  I  would  Tike  to  call  the  meeting  to  order. 

Our  hearing  this  morning  focuses  on  one  of  the  most  fundamen- 
tal issues  of  concern  to  small  businesses — paperwork  reduction  and 
the  primary  Federal  law  in  place  for  more  than  a  decade  to  rein 
in  unreasonable  paperwork  burdens. 

I  want  to  reaffirm  my  strong  support  for  the  letter  and  spirit  of 
the  Paperwork  Reduction  Act  which  Congress  enacted  in  1980.  Yet, 
as  I  have  listened  to  both  praise  and  criticism  of  that  law  offered 
by  the  small  business  community,  it  seems  obvious  that  certain  as- 
pects of  it  demand  revision  and  strengthening. 

I  am  pleased  that  a  bill  that  I  cosponsored  in  the  last  Congress, 
H.R.  2995,  the  Paperwork  Reduction  Act  of  1993,  has  served  as  the 
model  for  the  paperwork  reduction  provisions  in  Title  V  of  H.R.  9, 
the  Job  Creation  and  Wage  Enhancement  Act  of  the  Contract  With 
America  which  we  will  review  today. 

Representative  Norman  Sisisky  of  Virginia  has  been  very  active 
for  a  long  time  in  paperwork  reduction.  So  has  Bill  dinger.  This 
is  definitely  a  bipartisan  issue  with  this  Congress. 

Before  we  proceed,  I  think  it  is  important  to  offer  a  little  historic 
context  on  the  original  Paperwork  Reduction  Act  enacted  in  Decem- 
ber 1980.  It  consolidated  control  over  Federal  agencies,  paperwork 
requirements,  and  compliance  enforcement  efforts  within  the  Office 
of  Management  and  Budget  under  a  newly  created  Office  of  Infor- 
mation and  Regulatory  Affairs,  OIRA,  in  implementing  the  act.  The 
Director  of  0MB  is  empowered  to  review  all  Federal  agency  paper- 
work requirements,  reject  those  that  are  inappropriate,  impose  a 
budget  limitation  on  each  agency's  total  paperwork  burdens,  and 
assign  an  0MB  control  number  to  each  approved  paperwork  re- 
quirement. 

I  think  I  will  submit  the  rest  of  the  statement  for  the  record  be- 
cause we  have  a  vote  and  we  try  to  conclude  our  hearings  in  a 
timely  way. 

I  would  just  say  that  to  my  colleagues,  I  would  suggest  that  be- 
fore paperwork  burdens  are  imposed,  agencies  should  be  required 
to  determine  the  true  cost  of  these  requirements  on  small  busi- 

(1) 


nesses  and  to  weigh  the  burdens  against  the  expected  benefits.  I 
think  we  see  an  improved  Paperwork  Reduction  Act  in  this  bill. 

At  this  point  in  time,  I  would  like  to  recognize  Mr.  LaFalce. 

[Chairwoman  Meyers'  statement  may  be  found  in  the  appendix.] 

Mr.  LaFalxje.  Thank  you  very  much,  Chairwoman  Meyers,  for 
scheduling  this  hearing. 

I  think  Members  of  both  parties  agree  that  the  Federal  paper- 
work burden  on  small  businesses  has  become  an  onerous,  expen- 
sive, and  sometimes  job  killing  exercise.  You  and  I  and  many  of  our 
committee  colleagues  have  been  strong  and  vocal  supporters  of  the 
Paperwork  Reduction  Act.  This  is  a  crucial  probusiness  arrow 
aimed  at  the  heart  of  the  Federal  red  tape  giant. 

Under  this  act,  whenever  a  Federal  agency  proposes  to  collect 
new  information  from  the  public,  the  agency  must  first  dem- 
onstrate the  need  and  practical  utility  of  the  exercise.  It  must  also 
show  that  its  proposed  method  of  data  collection  is  the  least  cost 
alternative  to  other  options. 

The  impact  of  Federal  paperwork  demands  cannot  be  overstated. 
Business  owners  and  average  citizens  spend  as  many  as  6  billion 
hours  per  year  responding  to  Federal  reporting  requirements,  from 
Internal  Revenue  Service  returns  to  employment  data  for  the  Bu- 
reau of  Labor  Statistics.  Small  employers  bum  an  estimated  1.2 
billion  hours  and  $100  billion  per  year  to  comply  with  Government 
reporting  demands.  This  is  an  especially  large  Durden  to  place  on 
the  backs  of  small  entrepreneurs  who  year  in  and  year  out  provide 
most  of  our  econom^s  new  jobs.  If  small  business  is  to  be  the  en- 
gine of  job  growth,  we  should  not  allow  Federal  paperwork  require- 
ments to  continue  to  clog  the  fuel  lines. 

I  believe  that  the  Clinton  administration  is  committed  to  reduc- 
ing the  red  tape  burden  on  small  businesses  and  others,  as  is  this 
Congress.  Indeed,  many  Federal  agencies  and  offices  already  have 
achieved  a  fair  degree  of  consolidation  in  their  information  collec- 
tion programs.  Initiatives  such  as  the  National  Performance  Re- 
view promise  even  further  reductions  in  paperwork  demand. 

But  our  best  weapon  in  this  campaign  remains,  I  believe,  the  Pa- 
perwork Reduction  Act.  This  law  not  only  demands  that  agencies 
analyze  and  understand  the  impact  of  reporting  requirements  on 
businesses  and  individuals,  it  also  created  within  the  Office  of 
Management  and  Budget  a  police  force,  if  you  will,  the  Office  of  In- 
formation and  Regulatory  AiFairs.  Its  task  is  to  develop  Federal  in- 
formation policy,  technology  management,  and  statistical  methodol- 
ogy. To  put  it  more  simply,  we  established  a  new  overseer  to  en- 
sure that  Federal  agency  paperwork  requirements  made  good  com- 
mon sense. 

While  some  Federal  agencies  are  responding  positively  and  ag- 
gressively to  the  demands  of  this  law,  others  are  not.  These  mixed 
results  fostered  attempts  in  the  last  Congress  to  strengthen  the  act 
through  legislation  offered  in  this  House  dv  our  colleague,  Mr.  Sisi- 
sky,  and  cosponsored  by  Mrs.  Meyers  and  myself,  amongt  others. 

Although  the  measure  failed  to  be  reported  out  of  the  Govern- 
ment Operations  Committee,  it  is  back  this  year.  I  expect  that  it 
will  have  strong  bipartisan  support  and  that  it  will  prevail. 

The  elements  of  the  bipartisan  reauthorization  proposal  will 
strengthen  the  act  in  several  important  ways.  First,  we  would  pre- 


serve  and  enhance  the  role  of  the  Office  of  Information  and  Regu- 
latory Affairs  by  giving  it  the  authority  it  needs  to  require  paper- 
work reduction  at  the  agency  level. 

Second,  we  reemphasize  and  define  the  responsibility  of  each 
agency  to  review  its  information  collection  demands  on  the  public 
and  ensure  that  those  demands  meet  a  fundamental  standard  of 
need  and  practical  utility. 

Third,  we  provide  for  public  evaluation  and  comment  on  proposed 
paperwork  requirements.  Fourth,  we  end  confusion  over  so-called 
third-party  disclosures,"  making  it  clear  that  all  Government 
agencies  are  bound  by  the  act's  demand. 

I  believe  the  testimony  we  will  hear  today  will  make  one  point 
unequivocally  clear.  While  the  1980  act  has  gotten  us  part  way 
home  on  our  mission  to  reduce  regulatory  burdens,  we  have  many, 
many  miles  to  go.  I  look  forward  to  walking  the  path  with  Mrs. 
Meyers  and  with  all  of  our  colleagues  to  strengthen  this  critical 
public  law. 

Chairwoman  Meyers.  Our  first  witness  this  morning  will  be 
Sally  Katzen,  the  Administrator  of  Information  and  Regulatory  af- 
fairs in  the  Office  of  Management  and  Budget,  and  we  are  glad  to 
have  you  here. 

TESTIMONY  OF  SALLY  KATZEN,  ADMINISTRATOR,  OFFICE  OF 
INFORMATION  AND  REGULATORY  AFFAIRS,  OFFICE  OF  MAN- 
AGEMENT AND  BUDGET 

Ms.  Katzen.  Thank  you  very  much.  Madam  Chairman  and  mem- 
bers of  the  committee.  It  is  a  pleasure  to  be  here  to  discuss  the  cur- 
rent legislative  effi)rts  to  improve  the  Paperwork  Reduction  Act. 

I  think  it  is  altogether  fitting  that  this  committee,  the  Committee 
on  Small  Business  is  holding  the  first  hearing  on  this  subject  in 
this  Congress.  The  Paperwork  Reduction  Act  is  im"portant  for  all 
Americans  but  particularly  for  small  businesses.  Small  businesses, 
by  definition,  have  fewer,  often  dramatically  fewer,  employees  than 
larger  firms  and  they  cannot  generally  afford  the  sophisticated  ad- 
ministrative systems  that  large  businesses  have  in  order  to  cope 
with  Government  paperwork.  The  result  is  that  Federal  paperwork 
requirements  impose  disproportionate  burdens  on  small  businesses. 

To  put  the  current  legislative  proposals  in  context,  I  have  in  my 
written  statement  set  forth  the  history  of  the  Paperwork  Reduction 
Act  and  go  through  the  period  beginning  with  1942  and  the  Federal 
Reports  Act,  which  was  the  first  attempt  to  deal  with  this  problem. 
I  thought  it  was  interesting  and  important  that  even  at  that  time, 
there  was  such  recognition  of  the  plight  of  small  businesses  that 
the  Federal  Reports  Act  of  1942  starts  with  a  goal  to  obtain  infor- 
mation, "with  a  minimum  burden  upon  business  enterprise  espe- 
cially small  business  enterprise." 

Further  solutions  to  this  problem  were  crafted  in  the  Paperwork 
Reduction  Act  in  1980  and  reinforced  in  the  1986  amendments.  Ba- 
sically that  act  set  forth  agency  and  OMB  responsibilities  to  ensure 
that  the  needs  of  the  Federal  agencies,  the  needs  of  information 
collectors  and  users  are  balanced  against  the  burdens  placed  on  in- 
formation providers.  The  Paperwork  Reduction  Act  integrated  this 
paperwork  control  process  within  a  broader  information  resources 
management  context  to  link  fulfillment  of  all  of  the  act's  purposes 


under  a  consolidated  management  umbrella  that  would  enable  Fed- 
eral agencies  to  focus  attention  on  the  twin  tests  of  reducing  public 
information  collection  burdens  while  maximizing  the  utility  of  the 
Government  information  that  is  provided  to  them. 

Now,  my  written  statement  provides  information  about  the  im- 
plementation of  the  Paperwork  Reduction  Act  and  briefly  discusses 
the  Supreme  Court  decision  in  Dole  v.  United  Steelworkers  of 
America,  and  that  brings  us  really  to  the  current  stage. 

Beginning  several  years  ago,  there  was  a  growing  bipartisan  con- 
sensus that  the  act  should  be  further  strengthened,  the  uncertain- 
ties introduced  by  the  Dole  decision  resolved,  and — I  must  admit 
for  my  own  self-interest — that  appropriations  be  reauthorized  for 
the  Office  of  Information  and  Regulatory  Affairs.  This  led  to  an  ex- 
tended bipartisan  effort  in  the  last  Congress  to  identify  the  com- 
mon elements  and  those  that  were  compatible  in  the  two  basic  leg- 
islative proposals — S.  560,  which  was  introduced  by  Senators  Nunn 
and  Roth  and  S.  681,  which  was  introduced  by  Senator  Glenn — to 
listen  to  all  of  the  interested  groups,  to  take  the  best  of  what  was 
heard,  and  to  draft  a  clean,  carefully  integrated,  more  effective.  Pa- 
perwork Reduction  Act. 

The  administration  actively  supported  that  effort  and  when  the 
pieces  fell  together,  announced  its  support  for  Senate  passage  of 
the  resulting  recodification  which  retained  the  number  S.  560. 

Now,  that  bill  which  passed  the  Senate  by  unanimous  vote  has 
been  reintroduced  this  year,  with  corrections  to  satisfy  some  agency 
objections,  as  S.  244.  It  continues  to  receive  broad  bipartisan  sup- 
port and  is  sponsored  by  the  pertinent  Republican  Chairmen,  Sen- 
ators Roth  and  Bond,  and  their  counterparts,  Ranking  Democrats 
Nunn,  Glenn,  and  Bumpers,  along  with  17  others,  and  has  the  full 
support  of  this  administration. 

You  have  before  you  Title  V  of  H.R.  9,  which  is  the  same  as  S. 
560  as  it  was  originally  introduced  last  year.  The  provisions  in  H.R. 
9,  Title  V,  are  useful,  sound,  worthy  of  support,  but  they  are  only 
a  piece  of  the  puzzle.  S.  244  contains  the  other  features  which  we 
think  are  useful  and  we  would  urge  that  you  consider  S.  244  as  you 
proceed  to  consideration  of  this  bill  and  to  markup, 

I  think  the  road  map  is  clear.  You  have  the  opportunity  now  to 
enact  into  law  meaningful,  important  improvements  to  the  Paper- 
work Reduction  Act.  I  look  forward  to  working  with  you  to  bring 
this  about,  and  will  be  happy  to  answer  any  questions  that  you  or 
your  colleagues  may  have. 

Chairwoman  Meyers.  Thank  vou,  Ms.  Katzen. 

[Ms.  Katzen's  statement  may  be  found  in  the  appendix.] 

Chairwoman  Meyers.  Can  you  tell  me,  I  thought  that  the  bill 
that  was  in  the  contract  was  also  the  same  bill  as  H.R.  2995  last 
year, 

Ms.  Katzen.  It  is,  which  is  the  same  as  S,  560  before  the  other 
pieces  were  added  to  it.  So  it  is  one  half  of  the  equation,  as  we  see 
it. 

Chairwoman  Meyers.  All  right.  Tell  me  about  those  other  pieces. 

Ms.  Katzen.  S.  560,  as  introduced,  Title  V,  H.R.  2995,  were  fo- 
cused on  the  paperwork  reduction  component,  the  paperwork  clear- 
ance process,  and  the  resulting  obligations  for  the  agencies  and  on 
0MB.  The  other  piece  was  S.  681,  which  was  introduced  by  Senator 


Glenn;  that  bill  was  concerned  with  the  overall  information  re- 
source management  process  within  the  agencies. 

Part  of  the  dilemma  that  we  have  is  that  if  paperwork  is  treated 
as  a  separate  issue  if  it  is  thought  of  just  as  its  own  entity  and  is 
dealt  on  its  own  terms,  it  does  not  get  the  attention  within  the 
agency  that  it  should.  It  is  not  able  to  be  inte^ated  into  the  agen- 
cy s  system  of  information  management.  That  is  important  because 
we  want  to  be  able  to  use  information  we  receive  to  the  maximum 
extent.  This  means  sharing  of  information  among  agencies  rather 
than  each  agency  collecting  its  own  information  and  worrying 
about  its  own  paperwork  process.  We  want  to  manage  information 
so  that  we  can  share  it  among  agencies.  We  want  to  eliminate  du- 
plications. It  is  that  type  of  focus  that  was  found. 

The  other  aspect  of  it  was  the  dissemination  of  information, 
which  is  also  in  S.  681.  One  of  the  tests  of  utility,  if  the  Govern- 
ment has  obtained  this  information  at  cost  to  those  who  have  pro- 
vided it,  individuals,  businesses,  or  others,  then,  it  would  be  useful 
to  return  some  of  that  information,  indeed  as  much  of  that  informa- 
tion as  can  be  disseminated,  get  confidential  information  aside  so 
that  it  can  be  used  by  businesses  in  their  decisionmaking,  economic 
statistics. 

Chairwoman  Meyers.  Can  you  tell  me,  in  the  last  session  the 
Senate  marked  up  and  passed  S.  560.  Why  did  they  not  pass  S. 
681?  What  is  the  difference  between  the  two  that  made  S.  560  ac- 
ceptable and  S.  681  not? 

Ms.  Katzen.  Because  they  began  with  both  bills.  They  merged 
the  best  pieces  of  both  but  continued  to  call  it  S.  560.  So  the  num- 
ber lived,  but  it  was  the  number  for  an  enlarged,  integrated  bill. 
So  all  of  the  pertinent  features  of  S.  560  were  included.  Additional 
pieces  from  S.  681  were  added. 

Chairwoman  Meyers.  All  right.  And  2955,  that  was  in  the  House 
is  like  560.  But  did  we  ever  add  the  components  in  the  House  from 
681? 

Ms.  Katzen.  No,  regrettably  there  was  no  markup  sessions  of  the 
House  bill  last  year. 

Chairwoman  Meyers.  You  said  it  had  to  be — that  it  had  to  do 
with  overall  resource  management.  Now,  tell  me  specifically  what 
that  means.  I  am  still  confused  about  what  the  Senate  added. 

Ms.  Katzen.  It  has  been  referred  to  as  IRM,  information  re- 
source management.  It  speaks  to  not  just  the  collection  but  the  use, 
the  sharing,  and  the  dissemination  of  the  information  and  the  proc- 
esses by  which  the  agencies  treat  information  as  a  valuable  re- 
source. That  is  the  piece  from  S.  681  that  was  married  to  the  piece 
from  S.  560. 

Chairwoman  Meyers.  All  right.  Mr.  Poshard. 

Mr.  Poshard.  Thank  you.  Madam  Chairman.  Madam  Chairman, 
thank  you  for  holding  this  hearing. 

Administrator  Katzen,  you  had  stated  in  your  testimony  here 
that  one  of  the  intents  of  the  original  act  was  to  consolidate  the 
Federal  paperwork  review  authority  within  the  0MB,  and  that  is 
a  great  goal  and  I  think  it  is  one  of  the  most  important  ones  that 
we  can  achieve.  But  we  are  not  exactly  getting  there,  because  some 
of  the  larger  Federal  agencies  are  exempting  themselves  from  a  sig- 
nificant portion  of  their  paperwork  demands  from  0MB  review. 


I  am  seeing  some  of  the  most  recent  figures,  Department  of 
Labor  has  exempted  42V2  percent  of  their  requirements,  the  FTC, 
88  percent,  the  EPA,  36  percent.  How  do  we  get  to  the  point  where 
0MB  has  central  authority  and  practical  power  to  really  do  what 
the  Reduction  Act  asked  them  to  do  to  begin  with? 

Ms.  Katzen.  The  figures  you  are  citing  come  after  the  Dole  deci- 
sion. The  Supreme  Court  looked  at  the  statutory  language  and  con- 
cluded that  if  you  are  speaking  about  an  information  collection  re- 
quest that  it  has  to  be  given  to,  received  by,  and  used  by  the  Fed- 
eral Government.  Therefore,  the  Supreme  Court  held,  notwith- 
standing indications  in  the  legislative  history,  that  it  was  not  the 
original  intent  that  something  called  third-party  disclosures  be  cov- 
ered within  the  act. 

As  a  result  of  that  decision,  agencies  decided  what  was  or  what 
was  not  third-party  disclosures.  If  they  concluded  they  were  third- 
party  disclosures,  they  declined  to  provide  them  to  OMB  for  review. 
That  is  what  I  was  referring  to  in  my  oral  statement  where  I  said 
there  was  some  confusion  generated  about  this  Supreme  Court  de- 
cision. GAO  found  that  there  was  wide  variety  among  the  agencies 
in  how  they  interpreted  these  third-party  disclosures. 

As  a  lawyer,  I  would  say  that  the  Supreme  Court  is  paramount 
in  statutory  construction  out  Congress  is  paramount  in  determin- 
ing what  its  intention  was.  If,  in  fact,  the  intention  was  to  include 
those  third-party  disclosures,  then  it  is  achieved  through  the  provi- 
sions that  are  in  both  S.  560  and  Title  V  in  H.R.  9. 

Mr.  PosHARD.  Do  we  need  some  additional  strengthening  legisla- 
tion, then,  to  bring  these  third-party  disclosures  into  the  Paper- 
work Reduction  Act  or 

Ms.  Katzen.  Those  provisions  are  all  included  in  all  the  legisla- 
tive proposals  you  have  before  you,  because  they  specifically  define 
an  information  collection  to  include  information  collected,  "by  or 
for"  the  Government.  If  you  are  doing  something  at  the  request  of 
the  Federal  Government,  even  if  you  are  giving  tnat  information  to 
a  State  or  local  government  or  even  if  you  are  giving  it  to  your  em- 
ployees, for  example,  then  it  would  still  be  included. 

Also,  the  term  "burden"  has  been  defined  in  these  legislative  pro- 
posals to  resolve  that  issue.  I  think  it  meets  directly  and  heaa-on 
and  succinctly  the  Supreme  Court's  concern. 

Mr.  PosHARD.  Let  me  ask  you  another  question.  How  important 
is  it  that  the  provision  of  the  5  percent  goal  per  year  in  paperwork 
reduction  remain?  Is  that  realistic?  Are  we  getting  there,  in  your 
judgment?  Is  it  important? 

Ms.  Katzen.  I  think  it  is  important  to  have  a  goal,  and  I  think 
it  is  useful  to  have  a  benchmark  from  which  to  measure.  I  person- 
ally do  not  place  a  lot  of  stock  in  a  fixed  number  percentage.  I 
think  it  is  arbitrary  and  has  a  perverse  effect  in  that  it  penalizes 
those  agencies  that  have  been  most  careful  in  the  past  if  they  are 
now  subject  to  a  5  percent  reduction.  Other  agencies  which  have 
been  willy-nilly  imposing  burdens  on  the  public  could  easily  take 
the  5  percent  reduction.  There  is  an  equity  factor. 

You  also  run  into  statutes.  Please  remember  that  among  the  pa- 
perwork burdens  which  were  identified  in  the  opening  statement, 
close  to  75  or  80  percent  is  from  the  Treasury,  which  is  IRS  forms. 
Now,  if  you  have  Treasury  have  a  5  percent  reduction,  you  are 


talking  about  a  big  number.  You  are  also  talking  about  running 
right  into  a  statute.  Some  of  the  tax  laws  may  well  have  to  be 
changed  to  accommodate  that.  So  I  think  a  goal  is  useful.  But  I 
think  to  legislatively  impose  a  fixed  number  would  not  be  construc- 
tive. 

Mr.  PosHARD.  OK,  thank  you. 

Mr.  Chairman,  if  you  will  indulge  me  for  one  more  quick  ques- 
tion. 

Mr.  Talent.  [Presiding.]  I  would  be  happy  to. 

Mr.  PosHARD.  Thank  you. 

You  note  in  your  testimony  that  the  current  Senate  version  of 
the  Paperwork  Reduction  Act  reauthorization  contains  some 
changes  that  you  view  as  improvements.  Can  you  explain  those 
principle  improvements  in  that  bill?  If  you  have  already  answered 
this,  forgive  me,  I  came  in  a  little  late. 

Ms.  Katzen.  S.  244  in  the  Senate  has  two  sets  of  changes  from 
the  document  you  are  looking  at  in  Title  V  of  H.R.  9.  One  is  to  in- 
corporate the  best  features  of  S.  681,  the  Glenn  bill  that  talks 
about  information  resource  management.  Those  had  all  been  incor- 
porated and  passed  unanimously  by  the  Senate  last  year  as  S.  560 
as  amended. 

The  other  set  of  adjustments  are,  I  would  say,  highly  technical 
matters  that  were  added  at  the  beginning  of  this  session  to  enable 
compliance.  One  that  comes  to  mind  is  that  with  the  inclusion  of 
third-party  disclosures,  it  will  take  the  agencies  a  little  bit  of  time 
to  immediately  get  on  track.  So  I  think  there  is  included  a  6-month 
delay  in  the  effective  date  so  that  they  can  transition  into  the  new 
system.  It  is  those  types  of  almost  mechanical  or  logistical  amend- 
ments that  were  suggested  by  the  agencies  so  they  could  comply 
with  the  spirit  and  the  letter  of  the  law  that  are  reflected  in  S.  244 
now. 

Mr.  PosHARD.  I  see.  Thank  you  very  much. 

Ms.  Katzen.  My  pleasure. 

Mr.  PosHARD.  Thank  you,  Mr.  Chairman. 

Mr.  Talent.  I  thank  the  gentleman  for  his  questions. 

Chairwoman  Meyers  had  to  go  to  a  markup  so  I  am  chairing  the 
meeting  until  she  returns.  Mr.  Wamp  is  next. 

Mr.  Wamp.  Thank  you,  Mr.  Chairman.  Kind  of  a  statement  that 
I  would  like  to  make. 

One  of  the  big  surprises  I  found  in  the  few  short  weeks  that  I 
have  been  here  is  the  incredible  amount  of  paperwork  involved  in 
this  institution  itself,  so  maybe  we  can  go  to  work  on  that  at  some 
point,  as  well.  Matter  of  fact,  all  you  have  to  do  is  hang  around  at 
midnight  when  they  remove  all  the  paperwork  from  the  floor  of  the 
basement  of  the  Cannon  Building  and  you  will  realize  how  fast  it 
piles  up. 

You  have  done  a  g^eat  job,  ma'am,  on  some  of  the  history  and 
the  fundamentals,  and  as  a  new  member  of  the  Subcommittee  on 
Regulation  and  Paper  Work,  Mr.  Talent's  committee,  is  there  any- 
thing else  for  the  sake  of  the  three  new  members  that  are  here  that 
you  can  share  with  us  in  the  coming  weeks,  the  things  that  you 
might  assume  we  know  that  we  probably  don't  know?  Because  this 
is  one  area  that  I  am  really  starting  close  to  ground  zero  on. 
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Ms.  Katzen.  Well,  I  think  I  would  like  to  emphasize  two  things. 
First,  this  is  important  and  I  think  Congress'  attention  to  it  is  sig- 
nificant. Second,  it  is  not  easy.  We  have  laws  that  continually  re- 
quest additional  information. 

We  have  a  situation  where  I  am  the  head  of  the  Office  of  Infor- 
mation and  Regulatory  Affairs.  There  is  a  lot  of  talk  about  regula- 
tion. There  is  too  much  regulation.  Let's  roll  back  the  regulation. 
There  is  a  great  deal  of  S5rmpathy  for  rolling  back  regulation.  Some 
of  it  is  sort  of  a  "trust  but  verify."  We  could  move  to  self-certifi- 
cation. We  could  move  to  self-auditing,  but  then  we  would  be  want- 
ing to  get  some  information  to  make  sure  that  it  is  actually  being 
enforced. 

Often  you  can  regulate  through  information  more  efficiently  than 
through  command  and  control,  but  it  does  increase  the  amount  of 
paperwork,  I  am  thinking,  for  example,  of  nutrition  labeling  or  any 
other  kind  of  information  where  you  tell  the  consumer,  here  is 
what  the  product  is,  you  make  the  decision  whether  you  want  to 
buy  it,  you  decide  if  you  like  it.  That  is  much  more  effective  than 
saying,  oh,  this  might  be  bad  for  a  certain  sensitive  population  so 
we  should  just  ban  it  altogether.  Those  are  two  different  ways 
going  about  regulating.  But  the  former  increases  paperwork  in  the 
broadest  sense  and  so  there  are  some  trade-offs  that  are  important 
to  have. 

When  I  said  it  is  not  easy,  this  is  a  large  government,  and  we 
hope  to  make  it  leaner,  smaller — ^but  it  still  is  a  series  of  agencies 
that  carry  out  different  mandates  and  missions,  and  it  is  very  dif- 
ficult to  have  a  single  entity  be  wholly  responsible  for  saying  we 
will  control  all  the  paperwork.  It  is  much  more  effective  as  the  Na- 
tional Performance  Review  did  in  the  whole  Vice  President's  effort 
last  year,  to  think  about  bottom  up,  getting  the  agencies  to  buy  in. 

What  I  like  about  S.  244  is  it  moves  from  a  top-down  centralized, 
OMB-does-all  approach  to  stressing  that  it  is  the  agencies  who 
have  the  basic  responsibilities.  Agencies  must  do  certain  things 
now  and  then  we,  as  a  manager,  as  an  overseer,  will  verify  that 
they  are  doing  it  right.  That  is  the  shift  from  the  old  bill  to  the 
new  bill.  It  is  a  different  way  of  thinking  about  it.  I  think  it  is 
much  more  effective. 

As  you  work  through  this,  imderstand  that  I  think  that  to  have 
the  agencies  buy-in,  to  have  them  participate  and  assume  respon- 
sibilities, is  not  only  consistent  with  our  theme — rights  and  respon- 
sibilities go  hand  in  hand — but  is  a  good  management  tool.  That  is 
why  again  we  endorse  S.  244  because  it  uses  that  route,  it  brings 
the  agencies  in — it  makes  them  accountable  for  their  actions  in  the 
first  instances  and  gives  us  an  oversight  role. 

Mr.  Wamp.  One  other  big  picture  question.  Judging  from  the 
empty  boxes  in  the  hallways  of  the  86  new  Members  of  this  House 
and  the  number  of  Compaq  boxes,  it  seems  like  the  freshmen  are 
willing  to  upgrade  their  computer  systems  much  higher  than  our 
predecessors  and  actually  move  into  the  information  age  quicker. 
I  know  my  office  bit  the  bullet,  invested  long-term  large  amounts 
of  money  in  trying  to  become  as  high-technology  as  possible.  Is  this 
institution  benind — not  just  this  institution,  the  whole  Federal 
Government,  far  behind  the  private  sector  in  our  ability  to  move 


beyond  paper  and  intx)  the  information  age  where  our  record  stor- 
age and  our  entire  processes  are  more  efficient? 

Ms.  Katzen.  Regrettably,  yes.  This  is  another  area  that  we  work 
on  in  my  office.  We  need  to  use  technology  to  make  Government 
more  efficient.  In  the  past — in  some  instances  because  of  our  budg- 
eting cycles,  and  in  some  instances  because  of  the  stovepipe  way 
we  do  business — information  technology  was  purchased  on  an  ad 
hoc  basis  at  the  end  of  the  year  to  augment  what  agencies  had, 
rather  than  in  response  to  a  plan  of  where  they  wanted  to  be.  We 
are  trying  and  working  with  a  number  of  the  agencies  to  have  their 
plan  ahead. 

The  relation  of  that  point  to  our  efforts  to  require  paperwork  bur- 
den— because  one  of  the  things  our  office  did  last  year  was  to  begin 
to  focus  energies  and  attention  on  the  use  of  information  tech- 
nology to  minimize  the  burden.  If  a  respondent  is  computerized,  it 
is  much  easier  to  submit  information  electronically. 

We  have  been  doing  this  with  Treasury  now.  People  used  to  have 
all  of  their  information  on  computer  and  they  would  handwrite  it 
into  their  tax  forms,  send  it  to  the  IRS  where  they  would  take  the 
handwritten  sheet  and  plug  it  into  a  computer.  That  doesn't  make 
a  lot  of  sense  when  one  computer  can  talk  to  another.  So  one  of 
the  questions  that  we  have  now  asked  in  our  revised  form  agencies 
use  to  seek  0MB  clearance  is,  how  much  of  the  data  collection  is 
being  done  electronically  and  how  can  the  agency  do  more  of  it?  So 
I  think  the  two  are  connected  and  you  are  right  to  make  that  con- 
nection. 

Mr.  Wamp.  Thank  you. 

Mr.  Talent.  Mr.  Luther  is  next. 

Mr.  Luther.  Mr.  Chairman,  thank  you  for  the  presentation. 
Thank  you  for  your  presentation,  Mr.  Chairman,  thank  you. 

As  I  understand  it,  the  act  empowers  the  director  to  review — to 
after  reviewing  all  the  Federal  regulations  to  then  actually  reject 
those  that  are  unreasonable.  Is  that 

Ms.  Katzen.  This  is  paperwork  requests? 

Mr.  Luther.  Right. 

Ms.  Katzen.  The  way  the  act  is  now  constituted,  the  agency 
would  in  the  first  instance  obtain  public  comment.  That  would  be 
presented  to  0MB  and  if  it  was  our  determination  that  the  utility 
did  not  outweigh  the  burden,  we  could  disapprove  it,  yes. 

Mr.  Luther.  In  how  many  instances  have  you  done  that? 

Ms.  Katzen.  I  don't  have  the  figures  with  me,  although  I  could 
provide  them  for  you.  We  have  seen  over  the  years  a  decnne  in  the 
number  of  disapprovals,  which  I  think  is  attributable  to  two  fac- 
tors. 

First,  the  agencies  have  actually  gotten  much  better  in  under- 
standing what  we  are  looking  for  and  what  they  need  to  show  us 
so  that  they  are  doing  to  some  extent  a  better  job.  Second,  we  are 
trying  to  work  with  them.  Instead  of  rejecting  them,  we  have  been 
suggesting  deletions  of  a  data  element  or  changes  in  fi'equency  of 
response.  Instead  of  every  week  let's  try  once  a  month,  once  a  year. 
As  they  accept  those  changes,  then  in  the  revised  form  we  approve 
them.  So  our  numbers,  if  that  is  our  performance  standard,  the 
numbers  are  going  down.  But  I  think  our  work  is  more  productive 
than  it  has  been. 
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Mr.  Luther.  Perhaps,  Mr.  Chairman,  this  has  already  been  cov- 
ered, but  I  think  it  would  be  helpful  if  we  could  have  a  list  of  the 
concrete — a  list  of  concrete  or  I  guess  just  a  list  of  the  concrete  ef- 
forts that  have  been  accomplished  in  terms  of  the  authority  that 
the  office  has  been  given.  I  know  that  would  be  something  that 
would  very  much  interest  me  to  find  out,  what  the  actual  concrete 
results  of  this  effort  has  been,  because  it  seems  like  a  very  good 
thing. 

I  think  any  time  you  set  up  one  agency  to  start  reviewing  other 
agencies,  the  thing  that  you  worry  about  is  are  we  spending  a  lot 
of  effort  and  money  on  interagency  commimication  and  layers  of 
bureaucracy  and  not  getting  final  results.  What  I  would  be  very  in- 
terested in  seeing  is  what  the  concrete  final  results  have  been,  to 
date,  for  the  efforts  that  we  have  put  in  in  this  area. 

Ms.  Katzen.  Let  me  provide  some  examples  of  some  recent 
events.  There  is  a  long  period  here  and  a  number  of  agencies,  but 
I  would  be — I  will  submit  that  for  the  record. 

Mr.  Talent.  That  will  be  fine.  If  you  could  provide  those,  maybe 
work  with  the  committee  staff  and  provide  something  along  the 
lines  of  what  you  requested. 

Ms.  Katzen.  Certainly. 

Mr.  Luther.  Thank  you. 

Mr.  Talent.  Thank  you,  Mr.  Luther. 

[The  information  may  be  found  in  the  appendix.] 

Mr.  Talent.  Mr.  Metcalf  is  next. 

Mr.  Metcalf.  No  questions. 

Mr.  Talent.  Mr.  Wyden. 

Mr.  Wyden.  Thank  you,  Mr.  Chairman,  Miss  Katzen,  as  well. 

I  think  that  essentially  agency  compliance  with  respect  to  the 
statute  is  really  a  case  of  the  good,  the  bad,  and  the  ugly,  and  you 
have,  I  think,  almost  said  it  that  way.  How  do  we  bring  agencies 
back  into  the  good  category  and  reduce  the  number  of  the  ugly? 

Ms.  Katzen.  Part  of  it,  I  think,  is  awareness  of  the  implications 
of  what  they  are  doing.  This  is  an  effort  that  was  undertaken  as 
one  of  the  first  priorities  when  President  Clinton  appointed  me.  We 
are  working  on  the  regulatory  side  as  well  as  on  the  paperwork 
side.  It  is  meeting  with  the  agency  people,  taking  case  studies,  and 
showing  how  tailoring  the  information  request  can  produce  all  the 
information  that  is  needed  and  substantially  reduce  some  of  the 
burden. 

It  is  also  getting  the  attention  within  the  agencies  of  the  impor- 
tance of  this,  and  I  think  that  the  Reinventing  Government  effort 
that  the  Vice  President  led  last  year  is  very  instrumental  in  this 
regard  in  having  people  focus  on  what  it  is  that  they  are  doing.  For 
too  long  we  have  been  mindlessly  proceeding  down  a  certain  path. 
But  I  would  hope  that  the  good,  the  bad,  and  the  ugly  characteriza- 
tion is  not  solely  for  the  agencies.  As  I  said,  in  some  instances,  it 
is  set  by  statute.  The  agencies  have  no  choice  but  to  request  certain 
information. 

Again,  the  Treasury  Department,  who  I  don't  think  of  as  bad  or 
ugly,  accounts  for  75  to  80  percent  of  he  total  paperwork  burden. 
I  mean  to  have  American  citizens  fill  out  tax  forms,  that  is  a  big 
burden.  Those  are  a  lot  of  pieces  of  paper  that  are  filed.  But  it  is 
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done  for  a  particular  purpose.  It  is  done  with  congressional  acquies- 
cence, if  not  a  mandate,  and  that  is  a  reality. 

Now,  Treasury  has  done  a  lot.  The  EZ-1040  that  was  developed 
a  couple  years  ago  was  dones  precisely  with  this  in  mind,  to  try  to 
minimize  the  paperwork  requirements.  From  a  small  business  per- 
spective, you  have  the  SEC  looking  at  the  annual  reports  and  using 
a  different  form.  So  I  think  efforts  are  underway  in  a  lot  of  dif- 
ferent places.  But  it  is  a  constant  vigilance,  I  think,  that  is  re- 
quired. 

Mr.  Wyden.  Let  me  ask  one  other  question,  if  I  could,  that  touch- 
es on  both  the  paperwork  statute  and  the  regulatory  issue,  particu- 
larly the  rate  flex  issue  that  we  have  here.  I  want  to  use  the  case 
of  a  small  business  in  my  district.  It  is  essentially  a  funeral  home. 
They  have  to  comply  with  various  kinds  of  health  and  safety  rules 
and  they  have  essentially  played  by  all  the  rules,  gone  through  all 
the  training,  all  the  inspections  and  the  like  and  have  had  no 
health  and  safety  problems  and  essentially  have  had  no  turnover. 
So  everything  is  in  place.  Plus  they  have  had  a  good  safety  record. 
Now,  they  have  the  Federal  Government  trying  to  put  them 
through  essentially  the  same  kind  of  thing. 

In  discussing  this  with  the  small  business  person,  I  have  come 
to  the  conclusion  the  fact  that  he  has  played  by  the  rules,  gone 
through  the  training  programs  and  the  like,  had  no  safety  prob- 
lems, ought  to  count  for  something  in  the  regulatory  process.  There 
ought  to  De  something.  I  mean,  I  guess  in  my  gut  it  has  sort  of  like 
this  poor  soul  ought  to  have  time  off  for  good  behavior  or  some- 
thing like  that. 

I  am  curious,  are  you  all  looking  at  anything  in  your  discussions 
with  respect  to  reinventing  Government  for  these  kinds  of  people 
who  play  by  the  rules,  have  met  all  of  the  requirements  with  re- 
spect to  inspection,  training,  and  their  paperwork,  gone  for  a  period 
of  time  with  no  kinds  of  problems  and  yet  are  essentially  going  to 
have  the  same  kind  of  water  torture  put  in  front  of  them  again? 
Is  there  anything  that  the  Government  can  do  to  acknowledge  that 
person's  compliance? 

Ms.  Katzen.  Yes.  I  think  there  is  and  it  is  something  we  have 
been  looking  at.  Starting  last  year,  we  got  involved  in  a  variety  of 
ways.  Too  often  regulators  think  about  going  after  the  bad  guy  and 
draft  rules  that  will  cover  every  conceivable  bad  situation.  We 
ought  to  understand  that  for  the  most  part,  our  citizens  are  respon- 
sible and  want  to  comply  and  that  we  ought  to  be  thinking  of  ways 
of  encouraging,  not  penalizing  that  kind  of  effort.  So  your  story  is 
one  that  we  have  heard  a  number  of  times,  and  when  I  say  we 
have  heard  it,  we  really  have  heard  it.  We  understand  it  is  impor- 
tant to  deal  with  and  we  are  in  the  process  of  doing  that. 

Mr.  Wyden.  I  am  glad  you  have  heard  it.  But  you  should  under- 
stand that  this  is  something  that  is  going  on  for  this  person  now. 

Ms.  Katzen.  I  understand. 

Mr.  Wyden.  Somehow  in  the  regulatory  process  with  the  paper- 
work statute,  and  the  Regulatory  Flexibility  Act  in  particular, 
there  ought  to  be  some  way  to  acknowledge  to  these  small  busi- 
nesses across  the  country  who  have  dotted  the  I's,  crossed  the  Ts, 
not  had  any  health  and  safety  problems  that  that  counts  for  some- 
thing. I  think  in  terms  of  substantively  and  in  terms  of  perception 
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it  doesn't  really  count  for  anything  and,  of  course,  that  doesn't  help 
bring  about  compliance  either. 

Mr.  Chairman,  I  thank  you. 

Mr.  Talent.  What  the  gentleman  is  saying — I  don't  want  to  put 
words  in  your  mouth.  It  sounds  to  me  like  you  are  saying  this  pa- 
perwork problem  is  part  of  a  broader  problem.  How  we  can  achieve 
these  goals  with  as  little  a  burden  as  possible,  particularly  on  the 
small  businesses. 

Mr.  Wyden.  The  woman  is  right,  just  in  the  paperwork  context. 
Presumably,  if  you  have  these  folks  who  are  being  good  citizens, 
they  should  possibly  get  12  fewer  forms  than  the  ones  that  have 
created  the  bulk  of  the  problems  and  the  oversight  problem.  I  am 
anxious  to  work  with  the  Chairman  on  it,  if  he  is  interested  in  it, 
and  look  forward  to  it. 

Mr.  Talent.  I  thank  the  gentleman.  Mrs.  Kelly? 

Mrs.  Kelly.  Thank  you.  I  have  just  one  question.  That  is,  I 
heard  you  talk  about  the  fact  that  some  agencies  comply  and  some 
agencies  have  not  been  quite  as  rapid  in  their  compliance  in  trying 
to  reduce  paperwork.  Are  you  also  requiring  them  to  look  at  the 
kinds  of  information  that  they  are  asking? 

It  seems  to  me  when  you  are  dealing  with  IBM  and  you  are  deal- 
ing with  John  Jones,  who  owns  the  local  gas  station,  you  need  dif- 
ferent kinds  of  information  which  could  result  in  a  reduction  of 
forms  alone.  Is  that  going  on? 

Ms.  Katzen.  Yes,  it  is.  We  have  tried  very  hard  to  work  with  the 
agencies  on  a  number  of  different  cuts.  One  of  them  is  obviously 
the  size  of  the  company.  In  some  instances  it  may  not  make  a  dif- 
ference, whether  it  is  one  of  the  Fortune  500  or  one  of  the  smallest, 
if  we  are  talking  about  monitoring  air  emissions  and  this  company 
is  spewing  forth,  that  would  be  the  same  as  if  a  large  company 
were  doing  that.  But  in  other  instances,  it  makes  an  enormous  dif- 
ference. 

The  EPA  recently  put  out  a  request  for  information,  information 
request  in  the  dry  cleaning  area.  We  worked  with  them,  pointing 
out  that  most  dry  cleaners  are  small  businesses,  and  we  had  heard 
that  for  6  days  they  clean  clothes  and  on  the  7th  day  they  fill  out 
Government  forms  and  that  is  not  a  lot  of  fun. 

Originally,  EPA  had  a  weekly  submission.  I  think  they  moved 
that  back  to  a  month  and  there  to  say  you  just  don't  need  to  get 
it  as  frequently,  these  people  can't  do  it.  That  is  one  example  of 
things  we  have  been  focusing  on.  But  your  question  is  absolutely 
correct  and  it  is  something  that  we  are  trying  to  bring  attention  to. 

Mr.  Talent.  Thank  you.  Mr.  Bentsen. 

Mr.  Bentsen.  No  questions  at  this  time. 

Mr.  Talent.  Mr.  Chrysler,  do  you  have  any  questions? 

Mr.  Chrysler.  Certainly,  it  would  be  wonderful  if  this  act  ap- 
plied to  Congress.  In  my  first  3  weeks  here,  I  have  never  seen  such 
an  avalanche  of  paper.  In  every  hearing  that  we  have  we  talk 
about  the  regulation  being  disproportionately  heavy  for  small  busi- 
nesses. 

Whether  it  is  paperwork,  whether  it  is,  OSHA,  EPA,  whatever  it 
may  be,  the  only  thing  we  can  do  to  make  it  not  disproportionately 
heavy,  is  to  do  away  with  it,  period.  In  your  learned  experience 


13 

what  do  you  think  we  can  do  to  make  this  thing  palatable  to  small 
business? 

Ms.  Katzen.  I  would  like  to  address  the  broader  question  first, 
if  that  wouldn't  be  going  beyond  the  specific  subject  here. 

I  have  attended  a  number  of  small  business  forums  that  were  co- 
sponsored  by  the  Small  Business  Administration.  We  listened  to 
businessmen  and  women  and  I  heard  time  and  again  a  desire  to 
comply  but  they  either  didn't  have  the  resources  to  know  what  the 
law  was  or  they  couldn't  read  the  regulations  from  beginning  to 
end  in  one  sitting  to  understand  what  they  were  supposed  to  do. 
They  had  very  little,  if  any,  guidance  on  what  they  should  be  doing. 
When  they  saw  someone,  it  was  with  a  citation  pad  in  their  hand 
rather  than  a  helping  hand.  Incentives  for  good  behavior  were  alto- 
gether missing.  I  respond  empathetically  to  those  kinds  of  com- 
ments because  I  think  it  is  consistent  with  what  we  think  about 
the  American  citizenry  generally. 

We  have  been  working  with  SBA  and  with  the  other  agencies  on 
a  series  of  opportunities.  EPA,  for  example,  has  a  small  business 
ombudsman  that  is  in-house  now  that  is  reviewing  regulations  to 
see  whether  they  make  sense. 

Peggy  Richardson,  the  Commissioner  of  the  Internal  Revenue 
Service,  has  established  an  office  for  people  to  actually  receive  in- 
formation and  services  from  small  business  men  who  have  ques- 
tions about  different  tax  forms.  But  I  think  it  has  to  be  approached 
at  each  of  these  stages. 

For  rule  development,  how  are  they  written?  Are  we  getting 
input  from  small  businesses  when  we  are  writing  rules?  Because 
they  are  going  to  be  applied  to  them,  we  have  to  have  a  realitv 
check.  There  is  the  implementation  stage.  There  is  the  understand- 
ing stage.  I  think  we  are  trying  to  work  at  this  on  various  different 
cuts  on  the  paperwork.  That  is  another  area,  bringing  us  back  to 
where  we  are  here. 

The  Paperwork  Reduction  Act  focuses  on  small  businesses.  It 
provides  us  the  hook  to  work  with  the  agencies  to  say  what  accom- 
modations have  you  made  for  the  small  business  man  or  woman  in 
this  particular  instance?  That  is  another  avenue. 

I  tnink  if  we  work  on  each  of  these  different  points  in  the  proc- 
ess, the  end  product  will  be  something  which  is  more  rational  be- 
cause right  now  there  are  serious  problems.  I  agree. 

Mr.  Chrysler.  It  is  so  obvious.  It  doesn't  take  a  rocket  scientist 
to  figure  out  that  a  small  business  cannot  keep  up  with  this  ava- 
lanche of  paperwork  or  regulation  as  well  as  a  larger  business.  It 
is  just  basic  business  101  and  we  just  keep  adding  more  and  more. 
I  guess  we  are  looking  for  some  relief.  I  say  that  now  as  a  small 
business  person  as  much  as  a  Congressman.  Both  of  us  are  looking 
for  relief. 

When  we  imderstand  that  between  1600  and  1960  human  knowl- 
edge doubled,  it  doubled  again  between  1960  and  1980  and  it  dou- 
bled again  between  1980  and  1990.  Between  1990  and  1995  it  will 
double  again.  Then  about  every  18  months  to  2  years  after  that  it 
will  double.  I  think  with  that  kind  of  a  revolution  going  on  and  as 
we  head  in  to  the  21st  Century,  maybe  we  can  just  eliminate  cut- 
ting down  trees  and  doing  paperwork  and  get  it  all  on  our  comput- 
ers. 
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Ms.  Katzen.  I  think  that  is  a  worthy  goal.  One  of  the  concerns 
that  we  have  had  is  that  some  small  businesses  have  not  yet  be- 
come computerized.  While  big  businesses  have,  I  think  we  can't 
rush  too  quickly  to  put  everything  up  on  Une  without 
disadvantaging  some  of  the  small  business  men  and  women.  That 
is  one  of  the  aspects  that  we  are  working  with  now,  as  well. 

Mr.  Chrysler.  Thank  you. 

Mr.  Talent.  Mr.  Mfume. 

Mr.  Mfume.  Thank  you,  Mr.  Chairmgin.  I  just  have  a  couple  of 
quick  questions. 

First  of  all,  I  apologize  for  my  late  arrival.  There  are  a  number 
of  competing  hearings  going  on  today  and,  as  such.  Members  prob- 
ably will  be  drifting  in  and  out. 

Last  year,  this  committee,  Ms.  Katzen,  held  a  number  of  hear- 
ings on  this  whole  burden  of  paperwork  and  took  a  great  deal  of 
testimony  and,  quite  frankly,  a  great  deal  of  direction.  Unfortu- 
nately, the  Congress  has  not  proceeded  expeditiously  in  that  man- 
ner, at  least  to  tne  satisfaction  of  some  of  us. 

I  think  clearly  there  are  a  few  examples  of  what  we  can  do  when 
we  want  to  do  it.  One  of  those  might  be  the  SBA's  8(a)  application 
which  has  gone  from  about  an  inch  and  a  half  thick  down  to  one 
page.  Almost  miraculous  but  it  was  something  that  was  done. 

I  would  like  to  know  how  much  of  the  paperwork  burden  with 
which  you  are  faced  you  consider  to  be  duplicitous  and  whether  or 
not  there  are  any  small  businesses,  in  your  opinion,  or  industries 
that  are  particularly  overburdened.  Then  as  a  subquestion  of  that, 
do  they  tend  to  be  capital  intensive  or  more  labor  intensive?  Are 
there  any  areas  that  stick  out  in  your  mind  such  as  tax  returns  or 
beyond  the  issue  of  tax  returns  where  you  would  like  to  call  the 
attention  of  this  committee? 

Ms.  Katzen.  As  I  mentioned  earlier,  roughly  75  or  80  percent  of 
the  paperwork  burden  is  from  the  Department  of  Treasury  and 
most  of  that  is  tax,  IRS-related  materials.  I  think  there  are  a  num- 
ber of  areas  where  the  paperwork  demands  on  small  business  are 
quite  large.  We  have  been  working  with  various  agencies  to  try  to 
identify  pilot  project  areas,  sectors  of  the  economy  where  they  could 
use  sampling. 

One  of  the  offices  within  the  Office  of  Regulatory  Affairs  is  the 
Statistical  Policy  Office.  We  have  been  thinking  about  how  to  use 
sampling  as  a  more  effective  way  instead  of  having  everybody  fill 
out  the  form.  We  have  examined  how  to  get  a  statistically  signifi- 
cant sample.  Where  that  is  something  which  can  be  used,  we  nave 
worked  with  SBA  to  try  to  identify  areas,  both  the  organization  of 
chief  counsel  for  advocacy  to  identify  particular  forms  that  could  be 
better  tailored  to  accommodate  the  needs  of  small  business. 

One  of  the  features  of  the  Paperwork  Reduction  Act  is  that  when 
0MB  approves  a  form,  that  approval  lasts  for  no  more  than  3 
years.  This  requires  agencies  to  return  every  3  years.  Last  year  we 
changed  the  instructions  and  said  we  want  to  know  how  the  agency 
has  used  the  information  it  has  received. 

You  have  said  you  need  it.  You  say  you  want  it.  How  have  you 
actually  used  it  so  that  we  are  being  somewhat  more  aggressive. 
In  that  context  of  looking  at  the  agencies'  needs  and  uses — needs 
for  this  information,  we  are  looking  to  see  whether  again  sampling 
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or  limiting  it  to  larger  businesses  or  making  it  less  frequent  for 
smaller  businesses  is  feasible. 

Mr.  Mfume.  You  are  familiar  with  what  the  former  adminis- 
trator at  SBA  did  with  the  loan  application? 

Ms.  Katzen.  Yes.  The  LowDoc.  Yes.  We  worked  with  them  and 
we  are  cheering  them  on. 

Mr.  Mfume.  What  about  the  question  I  asked  about  businesses, 
whether  you  categorize  them  as  labor  intensive  businesses  or  cap- 
ital intensive?  Are  there  some  peculiarities  that  tend  to  stick  out 
that  suggest  that  certain  businesses  or  industries  are  particularly 
overburdened? 

Ms.  Katzen.  I  have  not  gotten  involved  in  that  type  of  a  cut  as 
we  have  looked  through  the  material,  but  as  you  raise  the  question, 
it  seems  to  me  to  be  a  worthwhile  avenue.  Certainly,  labor  inten- 
sive will  produce  substantially  more  and  different  types  of  forms 
that  may  be  used  and  maybe  those  are  the  industries  we  should 
start  with.  But  this  is  something  I  would  like  to  consider  and  work 
with  you,  if  you  have  any  further  ideas  on  this  because  it  is  not 
one  we  have  used  that  I  am  aware  of. 

Mr.  Mfume.  I  don't.  I  was  just  trying  to  find  out  whether  or  not 
it  was  happening. 

Ms.  Katzen.  Well,  you  planted  a  seed  and  I  would  like  to  further 
consider  that. 

Mr.  Mfume.  OK.  Thank  you,  Mr.  Chairman. 

Mr.  Talent.  I  thank  the  gentleman.  Mr.  Tucker. 

Mr.  Tucker.  Thank  you,  Mr.  Chairman.  No  questions  at  this 
time. 

Mr.  Talent.  Mr.  Hilliard. 

Mr.  HiLLL^RD.  I  have  none,  Mr.  Chairman. 

Mr.  Talent.  Well,  that  is  it,  then. 

Mr.  Chrysler.  Can  I  ask  one  more  question? 

Mr.  Talent.  Perhaps  one  briefly  because  we  do  have  another 
panel  coming  up. 

Mr.  Chrysler.  Real  quick.  The  cost  war  $100  billion  for  paper- 
work in  1970.  What  is  it  today? 

Ms.  Katzen.  In  1993,  the  number — 5,  almost  6  billion  hours.  So 
if  you  used  $10  an  hour  as  an  average,  multiply  that  out. 

Mr.  Talent.  Does  $500  billion  sound  right?  Because  I  believe 
when  we  had  hearings  on  this  last  year  that  that  was  the  figure 
used,  about  $500  billion. 

Ms.  Katzen.  I  think  $500  billion  is  the  cost  of  regulation,  not  the 
cost  of  paperwork.  The  $100  billion  was  a  paperwork  feature. 

Mr.  Mfume.  Will  the  gentleman  yield?  The  figures  we  came  up 
with  last  year  were  $60  billion  out  of  about  1.2  billion  hours.  That 
about  right? 

Ms.  I^TZEN.  Yes.  That  sounds  about  right. 

Mr.  Talent.  Well,  I  thank  Ms.  Katzen  for  her  excellent  testi- 
mony and  the  committee  for  their  good  questioning  and  we  have 
anotner  panel. 

Ms.  Katzen.  Thank  you  very  much. 

Mr.  Talent.  If  the  panel  would  come  forward. 

All  right.  Thank  you  all  for  being  here.  Let  me  introduce  the  wit- 
nesses. Mr.  William  Koeblitz,  president  and  CEO  of  Med  Center 
Inc.,  Valley  View,  Ohio.  Thank  you  for  being  here;  Mr.   David 
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Massanari,  M.D,  So  I  guess  it  is  Dr.  Massanari.  I  am  sorry,  I  had 
it  down  as  mister.  You  are  in  private  practice  in  Sanford,  Maine; 
Dr.  Victor  Tucci,  Three  Rivers  Health  and  Safety,  Pittsburgh, 
Pennsylvania.  The  three  rivers  would  have  told  me  Pittsburgh.  I 
am  a  sports  fan;  Mr.  Guy  Courtney,  president  and  CEO  of  the 
Machaira  Group? 

Mr.  Courtney.  Machaira  Group. 

Mr.  Talent.  Machaira.  If  there  are  two  ways  to  pronounce  some- 
thing, I  will  usually  do  it  the  wrong  way.  Palatine,  Illinois;  and  Mr. 
James  Carty,  vice  president.  Small  Manufacturers  of  the  National 
Association  of  Manufacturers. 

We  thank  you  all  for  coming  here  today  to  help  enlighten  us  on 
this  subject.  You  have,  I  know,  all  written  statements.  You  can  of 
course  read  them  if  you  want,  but  I  would  encourage  you  to  sum- 
marize if  possible  your  comments  and  really  give  us  the  points  that 
you  think  are  the  most  important. 

Mr.  Koeblitz,  why  don't  you  begin. 

TESTIMONY  OF  WHXIAM  KOEBLITZ,  PRESIDENT  AND  CEO, 
MED  CENTER,  INC.,  ACCOMPANIED  BY  NANCY  FULCO,  MAN- 
AGER, REGULATORY  POLICY,  CHAMBER  OF  COMMERCE  AND 
DAVID  VOIGHT,  DIRECTOR,  SMALL  BUSINESS  CENTER, 
CHAMBER  OF  COMMERCE 

Mr.  Koeblitz.  As  a  quick  point  of  clarification  on  the  last  data, 
our  data  showed  the  1.2  billion  hours  and  $60  billion  cost  applying 
to  small  business,  not  to  all  business. 

Mr.  Talent.  Thank  you  for  that. 

Mr.  Koeblitz.  Mr.  Chairman  and  members  of  the  committee,  I 
am  Bill  Koeblitz,  president  and  CEO  of  Med  Center  in  Cleveland, 
Ohio.  Thanks  for  the  opportunity  to  appear  today  to  testify  on  be- 
half of  the  U.S.  Chamber  of  Commerce  on  the  important  issue  of 
paperwork  reduction  in  Congress. 

Accompanying  me  are  Nancy  Fulco,  Manager  of  Regulatory  Pol- 
icy for  the  Chamber  and  David  Voight,  Director  of  the  Chamber's 
Small  Business  Center.  Where  issues  relate  to  items  I  am  not  as 
familiar  with,  I  will  certainly  be  calling  on  them. 

Med  Center  is  a  company  with  200  employees.  We  specialize  in 
managing  a  consortium  of  family  and  occupational  health  care  pro- 
viders who  serve  both  employers  and  Government  agencies.  Under 
my  direction,  Med  Center  has  developed  a  comprehensive  health 
care  management  system  which  views  the  employee,  employer,  and 
medical  provider  as  a  team  whose  goal  is  to  improve  the  health  of 
the  work  force  while  dramatically  reducing  the  total  cost  of  health 
care. 

I  appreciate  the  fact  that  this  committee  is  willing  to  look  at  the 
paperwork  burden  as  it  affects  the  viability  of  small  businesses.  As 
a  smaller  company  in  our  industry,  I  imderstand  the  impact  of  pa- 
perwork burdens  that  we  face  daily  and,  as  such,  I  want  to  go  on 
record  as  strongly  supporting  the  reauthorization  and  strengthen- 
ing of  the  Paperwork  Reduction  Act  of  1980. 

Before  I  go  any  further,  let  me  put  the  importance  of  paperwork 
reduction  to  the  U.S.  Chamber's  membership  into  perspective.  Each 
congressional  cycle,  the  chamber  surveys  its  members  to  determine 
the  issues  of  greatest  importance  for  the  coming  Congress.  Out  of 
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64  issues  identified  for  the  104th  Congress,  paperwork  reduction 
ranked  third,  just  behind  unfunded  mandates  on  State  and  local 
governments  and  the  private  sector  and  welfare  reform. 

The  message  is  clear — ^the  American  business  community  wants 
to  get  back  to  the  business  of  running  their  companies  rather  than 
devoting  inordinate  amounts  of  time  responding  to  Federal  Govern- 
ment edicts. 

Mr.  Talent.  Mr.  Koeblitz,  could  I  just  ask,  in  asking  for  the  sur- 
vey, did  you  distinguish  between  paperwork  reduction  and  other 
kinds  of  regulatory  relief?  So  in  other  words,  that  is  just  that  as- 
pect of  the  regulatory  problem  they  ranked  as  number  three. 

Mr,  Koeblitz.  Yes,  as  a  specific  item. 

Mr.  Talent.  I  see  those  with  you  nodding  their  heads  behind 
you. 

Ms.  FuLCO.  They  had  an  opportunity  to  choose  from  all  of  the  in- 
dividual regulatory  issues  that  are  before  Congress. 

Mr.  Talent.  They  thought  paperwork  was  the  worst  of  them. 

Ms.  FuLCO.  Only  behind  unfunded  mandates. 

Mr.  Talent.  Thank  you. 

Mr.  Koeblitz.  We  would  be  happy  to  supply  you  with  that  sur- 
vey, if  that  would  help. 

Mr.  Talent.  Actually  that  would  be  a  good  idea  if  you  wouldn't 
mind. 

Ms.  FuLCO.  Be  happy  to. 

Mr.  Talent.  Thank  you. 

[The  information  may  be  found  in  the  appendix.] 

Mr.  Koeblitz.  The  chamber  has  been  dedicated  to  the  issue  of 
paperwork  reduction  for  many  years.  We  supported  the  PRA  when 
it  was  first  passed  in  1980  and  we  supported  its  reauthorization  in 
1986.  Since  its  1989  expiration,  we  have  been  actively  working  to- 
ward its  reauthorization  and  strengthening,  and  we  are  committed 
to  ensuring  passage  of  Title  V  of  the  job  enhancement  portion  of 
the  Contract  With  America  during  this  Congress. 

Both  the  chamber  and  I  believe  no  matter  what  political  philoso- 
phies one  may  hold,  we  all  share  critical  goals  for  this  Nation,  in- 
cluding job  creation  and  economic  growth,  a  safe  workplace  for  our 
employees,  equal  opportunity  for  all,  and  a  safe  and  clean  environ- 
ment where  our  families  live  and  work. 

These  worthy  goals  still  can  be  honored  while  paperwork  burdens 
on  the  business  community  are  reduced.  Indeed,  not  only  to  honor 
these  goals  but  in  recognition  of  how  critical  the  paperwork  and 
regulatory  burdens  have  become,  the  chamber  has  created  a  board 
level  policy  committee  called  the  Regulatory  Affairs  Committee, 
which  I  have  the  honor  of  chairing.  The  mission  of  this  committee 
is  to  ensure  a  sound  Federal  regulatory  infrastructure  that  is  fair, 
conducive  to  business  growth  and  job  creation,  and  that  does  not 
subject  industry  or  the  public  to  unreasonable  regulatory  costs  and 
burdens.  It  will  also  ensure  that  Federal  regulators  comply  with 
appropriate  Executive  Orders  and  administrative  law  governing 
regulatory  review  and  information  collection  activities. 

Among  the  outcomes  we  hope  to  achieve  with  this  committee  are 
these  five:  One,  an  overhaul  of  the  Federal  regulatory  process  re- 
sulting in  more  effective  rulemaking  and  greater  but  less  expensive 
compligince  by  regelated  entities;  two,  more  reasonable  regulations; 
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three,  an  overall  reduction  in  the  number  of  regulations;  four,  re- 
duced paperwork  burdens  on  business  and  the  public;  and  five, 
more  efficient  and  effective  information  resource  management.  As 
chairman  of  the  committee,  I  look  forward  to  working  with  this 
committee  and  others  to  achieve  these  goals. 

The  U.S.  Grovemment  is  the  worlds  largest  creator,  collector, 
user  and  disseminator  of  information,  which  I  suppose  is  great  if 
you  are  in  the  business  of  supplying  paper.  For  the  rest  of  us,  it 
is  a  problem.  In  an  attempt  to  address  the  problems  that  this  cre- 
ates, Congress  passed  the  original  PRA.  Unfortunately,  the  prom- 
ises of  the  PRA  have  not  been  realized.  According  to  the  Federal 
Government's  own  statistics,  Americans  spent  more  than  6.8  billion 
hours  complying  with  paperwork  burdens  in  1992  and  it  is  small 
businesses  that  nave  the  most  difficulty  with  this  responsibility. 

According  to  the  SBA,  the  proportionate  cost  of  regulatory  com- 
pliance for  small  business  is  almost  three  times  that  for  larger 
firms.  The  real  problem  that  small  businesses  face  today  is  the  cu- 
mulative cost  impact  of  paperwork  and  regulatory  burdens  as  op- 
posed to  any  one  particular  regulation,  although  that  is  not  to  sug- 
gest that  there  are  not  individual  burdens  that  should  be  elimi- 
nated. 

The  cumulative  cost  has  become  so  severe  that  the  small  busi- 
ness community  can  no  longer  continue  to  incur  these  burdens  if 
they  are  to  remain  economically  viable.  Moreover,  the  ultimate  so- 
cietal goals,  many  of  which  are  good,  are  being  undermined  due  to 
an  inability  of  these  entities  to  comply. 

This  is  the  message  that  the  chamber  consistently  hears  from  its 
small  business  members.  In  the  February  1994  Nation's  Business 
magazine  poll,  subscribers  were  asked  how  meeting  Federal  paper- 
work requirements  diverted  resources  from  their  direct  business  ac- 
tivities. A  resoimding  95  percent  of  the  respondents  said  their  re- 
sources were  substantially  to  moderately  diverted.  Eighty-one  per- 
cent said  that  pending  legislation  reinstating  a  stronger  PRA 
should  be  passed. 

Finally  when  asked  what  happened  to  their  company's  federally 
required  paper  work  from  1980  to  1989  when  the  PRA's  authoriza- 
tion last  expired,  75  percent  said  that  it  had  increased.  A  balance 
must  be  struck  between  the  desire  for  additional  requirements  and 
the  Nation's  abi'' y  to  fund  them. 

Enactment  ot  ntle  V  of  the  Job  Creation  and  Wage  Enhance- 
ment Act  would  be  a  substantial  step  in  the  right  direction.  The 
chamber  believes  that  the  promise  of  the  original  PRA  can  still  be 
realized.  Enactment  of  Title  V  of  H.R.  9  would  bring  about  real 
change  in  how  the  Federal  Grovemment  imposes  paperwork  bur- 
dens, as  well  as  the  volume  of  those  burdens. 

Our  formal  statement  spells  out  in  greater  detail  how  the  legisla- 
tion accomplishes  the  goals.  However,  I  do  need  to  point  out  one 
problem  with  the  legislation  in  the  Contract  With  America.  Title  V 
contains  a  serious  omission  that  the  chamber  adamantly  believes 
must  be  corrected.  Two  sections  were  omitted  from  last  year's  pa- 
perwork reduction  legislation  which  are  essential  to  the  informa- 
tion management  function  of  the  Federal  Government. 

Mr.  Talent.  Mr.  Koeblitz  where  is  this  part  in  your  written 
statement?  I  would  like  to  follow  along  with  it. 
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Ms.  FiTLCO.  It  begins  on  the  last  paragraph  on  the  bottom  of  page 
5  in  the  formal  statement. 

Mr.  Talent.  OK  Thank  you. 

Mr.  KoEBLrrz.  The  two  sections  deal  with  the  responsibility  of 
each  Federal  agency  in  controlling,  reducing,  and  being  accountable 
for  paperwork  burdens.  We  believe  that  to  fulfill  the  true  intent  of 
the  original  act,  these  sections  must  be  included  in  H.R.  9. 

The  original  PRA  created  a  management  and  accountability 
structure  with  a  centralized  focus,  but  with  coordinating  agency  re- 
sponsibilities, as  well.  The  Office  of  Information  and  Regulatory  Af- 
fairs was  created  with  broad  responsibilities  for  information  man- 
agement policies  and  oversight  authority  across  the  Government. 

Additionally,  the  act  required  the  designation  within  each  agency 
of  a  *Tiigh  ranking  official"  to  manage  that  agency's  information  ac- 
tivities. The  intent  was  to  create  a  clearly  delineated  accountability 
structure.  The  language  in  Title  V  of  H.R.  9  provides  for  the 
strengthening  of  OIRA's  responsibilities  imder  the  original  act,  but 
fails  to  include  the  corresponding  strengthening  provisions  for  each 
of  the  agencies. 

Accordingly,  the  chamber  strongly  encourages  the  reattachment 
of  these  provisions  to  this  year's  legislation. 

Let  me  conclude  by  just  saying  that  we  are  not  here  today  to 
plead  for  relief  from  our  adherence  to  responsible  business  prac- 
tices. The  goals  of  many  Federal  requirements — equal  opportuni- 
ties, a  safe  workplace  are  all  responsibilities  which  need  to  be  car- 
ried out  by  those  who  would  lead  a  business. 

Rather,  we  ask  for  a  rational  and  streamlined  paperwork  and 
regulatory  process  that  will  bring  relief  from  the  cumulative  impact 
of  the  daily  burden  businesses  face. 

I  appreciate  the  opportunity  to  share  my  views  with  you. 

Mr.  Talent.  Thank  you  very  much. 

[Mr.  Koeblitz'  statement  may  be  found  in  the  appendix.] 

Mr.  Talent.  Dr.  Massanari. 

TESTIMONY  OF  DAVID  MASSANARI,  MJ).,  PRIVATE  PRACTICE 

Dr.  Massanari,  Good  morning,  Mr.  Chairman  and  members  of 
the  committee.  I  am  Dr.  David  Massanari,  a  practicing  family  phy- 
sician from  Sanford,  Maine. 

I  am  pleased  to  appear  before  you  this  morning  on  behalf  of  the 
American  Academy  of  Family  Physicians  to  discuss  the  paperwork 
burdens  imposed  on  the  practicing  family  physicians  by  the  Federal 
Government. 

Although  the  public  generally  does  not  equate  a  physician's  prac- 
tice with  a  small  business,  that  is  what  we  are.  Almost  half  of  prac- 
ticing family  physicians  are  in  one-  or  two-doctor  practices  with  a 
staff  of  a  few  people,  including  a  nurse  and  an  office  assistant. 

We  are  small  employers,  similar  to  other  small  employers.  Our 
business  is  taking  care  of  people,  meeting  their  health  care  needs. 
We  prosper  to  the  extent  that  we  succeed  in  rendering  competent, 
attentive,  cost-effective  service  to  our  patients  and  their  families. 

Increasingly,  however,  Federal  regulatory  activity  and  its  attend- 
ant paperwork  burden  are  challenging  our  ability  to  do  this.  Both 
in  general  as  small  businesses  that  this  committee  has  so  well 
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championed,  but  more  distinctly  with  medical  practice  specific  pa- 
perwork requirements. 

It  seems  that  the  Federal  Government  is  content  to  leave  no  as- 
pect of  our  practice  untouched,  unsurveyed,  uninspected,  undocu- 
mented, unaudited,  unrecorded,  or  imreported.  Responding  to  the 
Federal  Government's  incessant  demands  for  more  information  and 
documentation  and  more  record  keeping  not  only  increases  our 
overhead,  but  it  robs  dollars  and  our  time  from  the  care  of  our  pa- 
tients. 

As  you  might  expect,  the  acuity  of  bad  feeling  about  Grovernment- 
sponsored  paperwork  goes  up  as  the  size  of  the  physician's  practice 
goes  down.  My  written  testimony  describes  a  number  of  examples 
of  Federal  paperwork  requirements  for  which  physicians  can  find 
no  rhyme  nor  reason  along  with  others  that  we  recognize  as  well 
intended,  but  that  produce  unintended  results. 

Each  of  these  examples  which  deal  with  the  physician  office,  the 
nursing  home,  and  hospital  practices  and  with  Federal  agencies 
such  as  OSHA  and  HCFA  and  with  the  Clinical  Laboratory  Im- 
provements Act  are  supportive  of  family  medicine's  recommenda- 
tions with  regard  to  the  Paperwork  Reduction  Act. 

I  will  touch  on  one  of  them  now.  I  think  it  is  a  good  example  of 
both  what  is  wrong  with  the  Government's  paper-making  process 
and  how  it  was  almost  made  right.  The  Health  Care  Financing  Ad- 
ministration is  currently  considering  a  new  regulation  that  would 
require  physicians  to  document  medical  necessity  when  ordering  12 
or  more  automated  tests.  This  grew  fi-om  the  discovery  in  1992- 
1993  that  laboratories  were  offering  panels  of  tests  to  physicians 
for  ordering,  then  exploding  out  the  individual  tests  for  billing  pur- 
poses. 

In  addition,  there  apparently  were  some  instances  in  which  labs 
were  billing  for  tests  which  were  never  ordered  bv  physicians. 
When  this  problem  surfaced,  HCFA  brought  it  to  the  Practicing 
Physicians'  Advisory  Council,  the  PPAC,  which  Congress  had  cre- 
ated earlier  to  address  the  regulatory  burdens  imposed  on  physi- 
cians by  HCFA. 

PPAC,  in  conjunction  with  HCFA,  then  discovered  that  the  major 
problem  was  one  of  physician  ignorance  regarding  how  labs  were 
billing  for  tests.  PPAC  concluded  that  the  problem  could,  in  large 
part,  be  solved  by  defining  specific  panels  of  tests  which  could  be 
used  by  physicians  for  ordering,  labs  for  billing,  and  HCFA  for  pay- 
ment. 

This  was  a  relatively  simple,  straightforward  approach  that  rep- 
resentatives of  physicians,  laboratories,  and  HCFA  all  concurred 
would  solve  the  problem  with  little  or  no  additional  burden  of  pa- 
perwork. Now,  we  are  chagrined  to  discover  that  rather  than  pur- 
sue the  straigntforward  approach  it  developed  with  PPAC,  HUFA 
instead  is  now  proposing  new  burdensome  regulations. 

Remember,  the  original  problem  is  with  large  labs,  not  with  phy- 
sicians, yet  HCFA's  approach  would  impose  massive,  new  record- 
keeping requirements  on  physicians.  If  these  regulations  are  imple- 
mented, then  we  will  have  a  sad  example  of  an  entity  set  up  by 
Congress  to  reduce  the  hassle  factor  that  came  up  with  a  mutually 
agreeable  solution  only  to  be  subverted  by  HCFA's  more  bureau- 
cratic paper-driven  approach. 
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To  make  matters  worse,  the  draft  instructions  would  allow  each 
Medicare  carrier  the  discretion  to  require  documentation  for  fewer 
than  13  tests  if  it  believed  it  was  necessary.  This  causes  us  grave 
concern.  The  lack  of  national  guidelines  for  enforcement  of  docu- 
mentation requirements  has  always  led  to  mischief  in  the  past  and 
provides  no  mechanism  through  which  the  medical  professionals 
can  seek  recourse  on  behalf  of  their  patients  against  arbitrary  and 
medically  unsound  determinations. 

The  following  are  our  four  recommendations  for  strengthening 
the  Paperwork  Reduction  Act's  ability  to  hold  Federal  agencies  ac- 
countable for  paperwork  burdens  they  impose  on  the  medical  com- 
munity and  the  public. 

First,  uphold  the  mandate  of  PPAC  in  the  regulatory  process  and 
broaden  it  to  include  Federal  information  collection  requirements 
that  would  impact  on  the  medical  community.  Physicians  are  not 
opposed  to  paperwork  or  regulations  per  se.  What  we  resent  are  pa- 
perwork and  regulatory  requirements  that  are  inappropriate  to 
medical  practice. 

Congress  understood  this  and  created  PPAC  as  a  forum  for  phy- 
sician input  in  the  process.  It  has  been  highly  effective  in  some 
areas.  However,  to  the  extent  that  PPAC's  input  on  new  paperwork 
requirements  has  been  sought,  it  has  often  been  too  little,  too  late. 
We  urge  Congress  to  expand  PPAC's  mandate  to  explicitly  include 
review  of  agency-proposed  collection  requirements. 

Second,  outreach  to  small  businesses.  As  practicing  physicians 
and  small  business  people,  we  have  neither  the  time  nor  the  re- 
sources to  stay  on  top  of  the  Federal  regulatory  process,  nor  to  scan 
the  Federal  Register  for  its  daily  complement  of  proposed  new 
agency  initiatives,  much  less  OMB's  clearance  request. 

For  that  reason,  we  enthusiastically  support  the  Paperwork  Re- 
duction Act's  reauthorization  legislation's  emphasis  on  OIRA  out- 
reach. We  encourage  the  committee  to  strengthen  those  provisions 
by  taking  a  page  from  the  Regulatory  Flexibility  Act. 

The  Regulatory  Flexibility  Act  requires  Federal  agencies  to  ac- 
tively seek  the  participation  of  small  entities  in  developing  regula- 
tions. Similarly,  agencies  developing  or  renewing  information  col- 
lection requests  should  be  required  to  solicit  input  from  those  who 
will  be  required  to  fill  them  out. 

One  of  the  most  straightforward  ways  to  reach  small  independ- 
ent businesses  is  through  their  professional  or  industry  groups.  We 
suggest  that  agencies  be  required  to  contact  organizations  whose 
members  can  be  expected  to  have  an  interest  in  the  nature  of  a 
proposed  information  collecting  request. 

Third,  require  a  cost-benefit  analysis  to  be  included  in  a  state- 
ment of  support.  Currently  agencies  seeking  0MB  clearance  for  an 
information  collection  request  are  required  to  estimate  the  public 
burden  of  complying  with  the  request. 

A  more  thorough  cost-benefit  analysis  of  information  collection 
request  is  warranted.  Estimates  of  compliance  costs  measured 
against  an  arbitrary  burden  threshold  are  not  instructive.  Esti- 
mates of  compliance  costs  measured  against  what  is  to  be  gained 
by  the  compliance  does  give  you  relevant  information. 
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Would  a  new  documentation  requirement  result  in  better  care  or 
improved  health  care?  Until  now,  there  has  not  been  explicit  atten- 
tion paid  to  this  side  of  the  equation. 

Fourth,  ensure  that  the  Paperwork  Reduction  Act's  protections 
apply  to  all  federally-sponsored  information  collection  require- 
ments, including  those  of  contractors.  Virtually  all  physician  inter- 
face with  the  Medicare  Program  occurs  through  the  Medicare  car- 
riers, private  entities  with  whom  HCFA  contracts  to  administer  the 
program. 

Frequently  HCFA  indirectly  imposes  new  record  keeping  and 
documentation  requirements  on  the  physician  community  by  in- 
structions to  their  carriers.  It  is  not  clear  that  these  new  paper- 
work burdens  always  receive  the  appropriate  scrutiny  imder  tiie 
Paperwork  Reduction  Act. 

Medicare  carriers  are  acting  as  agents  of  the  Government  and 
Federal  information  collection  directives  issued  through  them 
should  always  be  subject  to  review. 

Once  again,  Mr.  Chairman,  I  appreciate  the  opportunity  to  ap- 
pear before  vou  today  as  vou  and  your  committee  gives  a  strong 
voice  to  small  business,  federally-imposed  paperwork  is  adding  sig- 
nificantly to  the  cost  of  operating  a  small  medical  practice.  It  rep- 
resents a  growing  obstacle  to  the  attentive  cost-effective  medical 
care  that  is  my  specialty's  hallmark. 

I  and  my  family  practice  colleagues  appreciate  the  efforts  of  this 
committee  to  seek  more  effective  ways  to  minimize  that  burden, 
and  we  would  appreciate  the  opportunity  to  continue  to  work  with 
you  in  that  endeavor. 

Thank  you. 

Mr.  Talent.  I  thank  you,  Dr.  Massanari,  for  a  very  informative 
presentation. 

[Dr.  Massanari's  statement  may  be  found  in  the  appendix.] 

Mr.  Talent.  When  you  talk  about  physicians  not  knowing  any 

flven  dav  whether  somebody  might  come  in  and  find  that  they 
ave  broken  a  law,  it  is  very  demoralizing.  I  say  to  people,  it  re- 
minds me  of  the  Roman  empire  when  Caligula  used  to  write  the 
laws  at  the  top  of  very  high  monuments  in  very  small  letters  so  no- 
body would  know  what  tney  were.  Then  he  could  arrest  anybody 
at  any  time  he  wanted.  It  is  a  similar  situation. 

I  am  going  to  have  to  go  to  another  committee.  Mr.  Torkildsen 
will  chair.  I  ask  you  to  be  as  brief  as  you  can.  A  number  of  Mem- 
bers are  remaining  and  I  know  they  will  have  questions  for  you. 
If  you  could  keep  it  as  brief  as  possible. 
Dr.  Tucci,  please. 

TESTIMONY  OF  VICTOR  TUCCI,  MJ).,  THREE  RIVERS  HEALTH 

AND  SAFETY 

Dr.  TUCCL  Thank  you  very  much.  I  will  try  and  keep  my  remarks 
brief.  Mr.  Chairman  and  members  of  the  committee,  I  would  like 
to  thank  you  for  the  opportunity  to  share  our  views  regarding  the 
Paperwork  and  Reduction  Act  and  the  necessity  for  strengthening 
the  Paperwork  and  Reduction  Act. 

My  name  is  Victor  Tucci.  I  am  a  board  member  of  Pennsylvania 
Small  Business  United  TEC.  TEC/Pennsylvania  Small  Business  is 
a  member  of  National  Small  Business  United,  who  I  am  here  on 
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behalf  of  today.  I  am  also  a  member  of  the  American  College  of  Oc- 
cupational and  Environmental  Medicine  and  my  company,  Three 
Rivers  Health  and  Safety,  works  with  companies  to  help  them  com- 
ply with  the  paperwork  burdens,  especially  in  the  chemical  field 
that  companies  have  to  meet. 

National  Small  Business  United  represents  over  65,000  small 
businesses  across  the  country  in  all  50  States.  TEC/Pennsylvania 
Small  Business  and  National  Small  Business  United  have  had  as 
part  of  their  agenda  the  Paperwork  Reduction  Act  for  years. 

National  Small  Business  United  has  also  been  an  active  member 
of  the  steering  committee  of  the  Paperwork  Reduction  Act  Coali- 
tion, which  is  a  group  of  several  national  organizations  which  have 
made  strengthening  the  Paperwork  Reduction  Act  a  priority  for  the 
last  several  years. 

One  of  the  priorities  of  National  Small  Business  United  and 
TEC/Pennsylvania  Small  Business  is  to  see  a  strengthening  of 
OIRA. 

The  other  part  that  I  would  like  to  address  is  the  Dole  decision 
and  H.R.  9,  and  I  have  with  me  today  paperwork  that  my  company 
has  performed  and  filed  for  a  company  that  is  an  electroplater. 
This  company  employs  10  people.  It  is  truly  a  small  business.  My 
company  did  their  OSHA  hazard  communication  standard  for  their 
chemicals  and  helped  them  procure  the  material  safety  data  sheets 
which  were  needed. 

There  is  a  list  of  those  material  safety  data  sheets.  These  are  the 
chemical  filings  that  we  did  for  this  company  in  1  year.  I  would 
just  like  to  go  through  these.  We  have  also  done  a  hearing  con- 
servation program  for  this  company,  a  respirator  program,  which 
I  don't  have  with  me,  a  general  safety  program,  which  I  don't  have 
with  me.  This  does  not  include  IRS  forms  or  human  resources 
forms. 

The  first  form  I  have  is  complying  with  OSHA,  the  preparedness 
plan  for  their  plant  in  case  of  a  chemical  emergency.  This  is  sepa- 
rate from  the  OSHA  hazard  communications  standard.  The  next 
form  I  have  relates  to  EPA  CERCLA,  Title  III,  and  that  is  their 
tier  2  form  which  is  due  on  March  1st  of  each  year. 

I  also  have  their  emergency  plan  for  Allegheny  County,  which  is 
also  related  to  EPA,  CERCLA,  Title  3.  On  July  1st,  they  file  a  form 
R  under  EPA  CERCLA,  Title  3.  Also,  the  emergency  management 
under  CERCLA,  Title  3  had  a  form  to  request  medical  information 
as  to  what  hospitals  were  available  to  this  company  of  10  people. 

By  the  way,  when  my  company  filed  the  emergency  plan,  emer- 
gency preparedness  and  evacuation  plan,  we  had  to  prepare  for  an 
evacuation  of  a  half  a  mile  radius.  Right  across  the  street  from  this 
facility  is  a  State  prison  which  increased  the  paperwork  dramati- 
cally for  this  company  of  10  employees. 

I  also  have  a  county  air  pollution  control  form  imder  the  EPA 
Clean  Air  Act,  a  form  for  Allegheny  Coimty  Sanitary  Authority 
under  the  EPA  Water  Act.  From  the  Department  of  Environmental 
Resources  for  Pennsylvania,  I  have  a  waste  management  form. 

Now,  these  are  not  their  shipping  forms  that  the  waste  hauler 
would  file.  This  is  a  separate  form.  The  final  one  is  from  the  U.S. 
Arms  Control  and  Disarmament  Agency  asking  if  they  have  any  of 
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the  chemicals  that  are  on  this  list  in  their  facilities  that  may  be 
used  to  make  weapons. 

As  you  can  see,  with  all  of  this  paperwork,  H.R.  9  is  essential  to 
overturn  the  notorious  Dole  ruling  that  happened  in  1989.  I  would 
like  to  thank  the  committee  and  say  that  National  Small  Business 
United,  TEC/Pennsylvania  Small  Business  and  I  appreciate  the  op- 
portunity and  look  forward  to  serving  this  committee  at  any  time. 

Thank  you. 

Mr.  TORKILDSEN.  [Presiding.]  Thank  you,  Dr.  Tucci,  for  your  tes- 
timony. 

[Dr.  Tucci's  statement  may  be  found  in  the  appendix.] 

Mr.  ToRKiLDSEN.  It  is  my  understanding  that  perhaps  some  of 
what  you  have  before  you  today  would  not  be  covered  by  the  act. 
Obviously  there  is  a  need  to  streamline,  make  sure  that  it  is. 

Would  you  be  willing  or  able  to  submit  copies  of  those  for  the 
record? 

Dr.  Tucci.  These  are  for  the  record. 

Mr.  TORKILDSEN.  That  is  very  much  appreciated.  We  can  let  oth- 
ers know  of  what  is  being  asked  right  now  of  people  trying  to  cre- 
ate jobs  right  now.  I  think  it  is  important  everyone  try  to  under- 
stand that. 

Mr.  TORKILDSEN.  Our  next  witness,  Mr.  Guy  Courtney,  president 
and  CEO  of  The  Machaira  Group. 

Mr.  Courtney.  That  is  correct. 

Mr.  TORKILDSEN.  Of  Palatine,  Illinois. 

TESTIMONY  OF  GUY  W.  COURTNEY,  PRESmENT  AND  CEO,  THE 

MACHAIRA  GROUP 

Mr.  Courtney.  That  is  right.  Good  morning,  Mr.  Chairman  and 
the  members  of  the  committee.  It  is  barelv  morning,  but  good 
morning  anyway.  I  am  the  president  and  CEO  of  The  Machaira 
Group  which  is  a  securities  brokerage  firm  located  in  Palatine, 
which  is  a  northwest  suburb  of  Chicago. 

I  have  been  a  small  businessman  my  entire  adult  life  and  as 
such  recently  received  an  appointment  Dy  my  Representative  Phil 
Crane  to  the  1995  White  House  Conference  on  Small  Business 
where  I  serve  on  the  Capital  Formation  and  Regulatory  and  Paper- 
work Committee. 

I  have  to  be  frank,  though.  I  hesitated  in  accepting  that  appoint- 
ment because  apathetically  thinking  there  was  probably  nothing 
that  I  could  do  or  could  be  done  to  eliminate  some  of  the  problems 
that  are  facing  small  business  today.  This  is  the  first  time  in  my 
20-year  business  career  that  I  had  done — or  tried  to  help  this  coun- 
try via  helping  small  business. 

So  my  testimony  this  morning,  what  you  have  is  not  one  of  a  pro- 
fessional witness  representing  some  huge  association,  federation  or 
chamber,  but  rather  I  am  one  of  these  people  who  everybody  is 
talking  about,  a  small  businessman  who  has  been  married  for  17 
years  to  an  unsalaried  partner  and  has  four  terrific  children,  and 
all  that  we  are  trying  to  do  is  go  about  running  and  operating  a 
small  business  in  the  fight  for  the  American  dream. 

Today,  I  have  hope,  tnough,  and  I  think  rightfully  so,  because  it 
seems  to  me  that  there  is  a  legitimate  effort  going  on  by  way  of 
this  committee  to  do  something,  to  effect  some  positive  change  for 
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which  I  am  thankful,  and  I  deliver  my  thanks  to  Chairman  Meyers 
for  going  to  such  great  lengths  to  incorporate  the  needs  of  small 
business  into  her  platform. 

I  know  my  time  here  today  is  valuable  before  you,  however,  I 
would  like  to  devote  just  a  moment  to  thank  two  members  of  the 
Small  Business  Committee  staff,  Jennifer  Lemke  and  Harry 
Katrichis,  who  have  been  extremely  responsive  to  me,  quickly, 
courteously  in  helping  me  get  here  this  morning  from  Chicago. 
They  have  single-handedly  created  a  positive  impression  for  the 
Small  Business  Committee. 

Small  business  is  unique  in  that  it  has  the  ability  to  quickly 
move  upon  and  capture  market  opportunity  in  the  economy.  Our 
firm,  The  Machaira  Group,  was  formed  in  the  securities  business 
to  eliminate  the  conflicts  of  interest  that  exist  in  that  business.  In 
essence,  what  we  say  to  our  customers,  is  we  don't  get  paid  unless 
you  make  money.  We  put  our  money  where  our  mouth  is  when  it 
comes  to  making  recommendations,  and  that  is  something  that  you 
are  never  going  to  see  from  a  large  firm. 

As  a  matter  of  fact,  small  business  is  the  catalyst  that  things 
trickle  up  from  generally  to  large  businesses.  I  point  this  out  sim- 
ply to  demonstrate  that  small  business  has  the  ability  to  move 
quickly  and  this  testimony  though,  is  not  about  the  Machaira 
Group.  This  is  about  small  business  generally,  and  they  all  have 
a  unique  story  which  makes  them  effectively  critical  free  market 
referees. 

I  think  it  is  important  to  remember  that  if  the  referee  is  always 
reviewing  the  rules  and  down  in  the  locker  room  filing  forms,  that 
the  game  is  basically  going  to  get  out  of  control.  We  are  now  in  our 
third  year  of  operation  and  we  have  beaten  the  odds.  The  Lord  has 
been  good  to  us. 

But  I  will  tell  you,  when  we  started  up — we  are  in  a  highly  regu- 
lated business.  We  were  and  are  inundated  by  numbing  amounts, 
mountainous  amounts  of  paperwork.  It  cost  us  30  percent  of  our 
initial  capital,  our  initial  start-up  capital  to  get  through  the  reg- 
istration, regulatory  process  of  the  Securities  and  Exchange  Com- 
mission. In  our  case  that  totaled  $150,000. 

I  am  going  to  follow  the  theme  of  Chairwoman  Meyers*  opening 
remarks  when  she  stated  that  the  all  too  rare  commodity  of  com- 
mon sense  is  warranted  in  this  situation.  Common  sense  is  what 
is  needed  here  and  my  comments  on  paperwork  reduction  provi- 
sions of  House  bill  9,  Title  V  speak  to  just  a  few,  and  I  will  keep 
them  to  common  sense  ideas. 

There  is  current  language  in  this  bill  that  is  repetitive,  and  as 
it  is  written  currently,  the  goal  is  for  a  5  percent  reduction  through 
the  end  of  September  1995  plus  3  years  ailer  that.  Goals  are  great. 
However, — ^and  I  have  noticed  some  questioning  along  these  lines 
by  committee  members  today,  requirements  are  better.  Even  Sally 
Katzen  herself.  Director  of  OIRA,  specifically  mentioned  that  would 
be  a  good  thing  as  far  as  agencies  are  concerned  because  it  cata- 
lyzes action.  It  motivates  people  to  get  something  done. 

The  language  should  be  changed  to  make  paperwork  reduction  a 
requirement.  There  is  also  no  language  that  I  have  seen  anywhere 
providing  for  a  definition  of  what  constitutes  the  5  percent  reduc- 
tion. If  I  were  running  this  operation  like  a  business,  I  would  have 
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a  big  question  exactly  what  does  that  mean,  if  I  am  running  the 
agency,  if  I  am  at  0MB.  Without  clearly  defining  that  meaning, 
OIRA  is  going  to  have  a  tough  time  with  compliance. 

It  is  my  suggestion  that  if  Congress  is  serious,  that  they  will 
broaden  the  language  of  this  scope  so  that  5  percent  is  a  minimum 
requirement.  Regardless  the  goal  or  requirement,  whatever  it  ends 
up  being,  without  some  type  of  incentive,  a  recognition,  a  reward 
or  a  sanction,  as  the  case  may  be,  I  think  this  is  going  to  be  an 
exercise  in  futility  and  is  essentially  going  to  be  a  waste  of  time. 

In  other  words,  you  have  to  give  somebody  the  power  of  enforce- 
ment and  it  seems  that  OIRA  is  the  one  that  is  the  logical  choice. 
There  is  also  language  in  the  bill  that  provides  for  public  comment, 
which  I  recommend  being  retained. 

But  I  recommend  expanding  that  so  that  small  business  is  in- 
cluded in  the  process  of  developing  solutions  prior  to  the  end  result. 
As  it  is  worded  now,  small  business  is  allowed  to  come  in  and  make 
comments.  Public  comments  are  requested,  but  that  is  only  after  a 
lot  of  time,  energy,  and  effort  has  perhaps  been  wasted. 

I  think  this  will  save  the  three,  time,  energy,  and  effort,  not  to 
mention  money.  By  having  maximum  contribution  from  the  public, 
maximum  contribution  from  small  business,  an  agency  will  then 
have  evidence  for  either  validation  or  repudiation  of  whatever  their 
newest  form  of  information  collection  is  all  about. 

Finally,  I  do  endorse,  as  other  panelist  members  have,  the  idea 
of  a  cost-benefit  analysis  which  has  generally  been  required  for  reg- 
ulatory burdens,  and  I  think  that  same  analysis  should  be  applied 
to  paperwork  burdens. 

However,  please  note  carefully  that  there  is  different  types  of 
costs.  There  are  hard  costs  and  there  are  soft  costs.  One  of  course 
by  definition  is  easily  measurable,  the  other  much  more  difficult. 
But  they  both  have  to  be  measured  to  come  up  with  the  proper 
analysis  in  this  formula  for  determination  of  a  net  benefit  existing 
or  not  existing.  Again,  common  sense  is  going  to  be  the  key. 

Mr.  TORKILDSEN.  Could  you  expand  on  that  between  hard  costs 
and  soft  costs  what  you  are  identifying  with  those  terms? 

Mr.  Courtney.  There  are  a  number  of  soft  costs.  I  think  about 
soft  costs  to  the  small  businessman  in  terms  of  lifestyle,  perhaps, 
of  the  time,  as  we  heard  in  the  other  testimony.  We  heard  from 
Sally  Katzen  or  one  of  the  other  panelists  who  was  a  cleaners  and 
they  are  open  6  days  a  week  and  on  Sunday,  in  this  case  the  Lord's 
day,  we  were  talking  about  having  to  spend  it  working  on  paper- 
work on  behalf  of  the  Government. 

The  emotional  burden  when  those  thick,  brown,  nondescript  en- 
velopes come  through  the  mail  and  you  look  at  this  and  say  great, 
another  wonderful  day  in  the  office.  There  are  a  number  of  soft 
costs.  There  are  the  indirect  costs  which  are  not  to  be  confused 
with  sofl  costs,  which  I  suppose  generally  apply  to  the  burden  that 
a  regulation  upon  me  as  a  small  businessman  might  have  then  in 
a  trickle-down  effect  to  others. 

Mr.  TORKILDSEN.  I  think  it  is  important  that  those  be  mentioned 
for  the  record,  and  please  continue  with  the  rest  of  your  testimony. 

Mr.  Courtney.  Thank  you,  sir. 
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I  will  conclude  on  that  note  by  sajdng  that  I  defer  to  the  statis- 
tics and  incorporate  them  by  reference  about  the  importance  of 
small  business  to  this  economy.  That  is  a  given,  I  think. 

Every  new  law,  however,  that  Congress  enacts  and  passes  in- 
creases the  paperwork  load  by  some  factor,  which  is  becoming  mon- 
umental and  out  of  control,  and  there  is  no  question  that  small 
business  is  struggling  under  that  moimtain  of  paperwork. 

Congress  should  make  paperwork  reduction  a  requirement,  not  a 
goal.  It  will  not  be  effective  unless  it  is.  I  think  along  the  same 
lines,  thev  should  include  small  business  in  the  process  of  deter- 
mining where  to  cut  and  provide  for  the  cost-benefit  analysis  that 
we  have  just  discussed  with  small  business  input.  This  will  allow 
the  viability  of  small  business  to  be  determined  on  the  field  of  busi- 
ness not,  as  my  analogy  indicated  earlier,  in  the  locker  room,  deal- 
ing with  Federal  paperwork  requirements. 

Thank  you  very  much,  sir. 

Mr.  TORKILDSEN.  Thank  you,  Mr.  Courtney. 

[Mr.  Courtney's  statement  may  be  found  in  the  appendix.] 

Mr.  TORKILDSEN.  Our  final  witness  today  is  Mr.  James  Carty, 
vice  president.  Small  Manufacturers  with  the  National  Association 
of  Manufacturers. 

Mr.  Carty. 

TESTIMONY  OF  JAMES  P.  CARTY,  VICE  PRESIDENT,  SMALL 
MANUFACTURERS,  NATIONAL  ASSOCIATION  OF  MANUFAC- 
TURERS 

Mr.  Cahty.  Mr.  Chairman,  thank  you  very  much  for  the  invita- 
tion. NAM  appreciates  it.  NAM  strongly  supports  Title  V  of  H.R. 
9,  the  Job  Creation  and  Wage  Enhancement  Act.  I  will  summarize 
my  statement 

Mr.  TORKILDSEN.  Thank  you. 

Mr.  Carty.  [continuing.]  considering  the  lateness  of  the  hour. 

This  is  the  third  Congpress  that  has  toiled  in  this  particular  field. 
It  is  time  to  embrace  the  changes  and  move  forward.  The  para- 
mount reason  legislation  needs  to  be  enacted  to  strengthen  the 
tools  in  the  Paperwork  Reduction  Act  is  the  ability  of  the  executive 
branch  to  meet  the  promises  of  the  existing  act  because  if  its  erod- 
ing ability  to  enforce  the  act. 

The  act  needs  to  be  strengthened,  corrected,  and  renewed,  not 
weakened  by  time  and  neglect.  We  need  to  strengthen  both  con- 
gressional and  presidential  oversight  of  the  cumulative  effects  of 
the  regulatory  paperwork  burdens  being  placed  on  business.  We 
need  to  introduce  a  breath  of  fresh  air — ^breath  of  fresh  air,  and 
send  a  signal  to  the  executive  branch  agencies  from  the  new  Con- 
gress that  they  can  no  longer  and  should  not  ignore  the  changes 
Congress  puts  into  the  law  to  protect  business  from  bureaucratic 
excesses. 

Based  on  the  Federal  Government's  own  estimates  of  how  much 
time  it  takes  business — ^businesses  and  the  public  to  fill  out  forms, 
reports,  and  keep  records  to  meet  the  Government's  information 
needs.  And  after  adjusting  the  Internal  Revenue  Service's  findings 
in  the  late  1980's,  it  has  been  estimated  by  the  counicl  on  Regu- 
latory and  Information  Management  (CRIM)  that  over  10  billion 
hours  are  expended  responding  to  the  Federal  Grovemment.  At  $50 
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an  hour — and  we  think  that  is  a  reasonable  cost,  that  amounts  to 
over  $.5  trillion. 

Now  that  is  much  larger  than  the  numbers  you  have  heard  be- 
fore and  we  think  this  figure  is  fairly  accurate.  If  you  relate  this 
burden  to  individual  manufacturers,  you  begin  to  see  why  so  many 
are  so  anxious  about  even  filling  out  just  one  more  new  wrm.  They 
can't  even  do  that,  but  they  are  trying  to  do  so. 

A  new  employee,  for  example,  means  new  paperwork  mandates 
that  affects  choices  about  both  growth  and  new  jobs.  I  have  actu- 
ally had  people  tell  me  that  they  have  decided  not  to  grow  because 
of  the  mandates  that  they  have  to  meet,  not  only  the  paperwork 
requirements  and  the  record  keeping  requirements,  but  the  addi- 
tional cost  involved. 

Mr.  TORKILDSEN.  Mr.  Cartv,  if  I  could  interrupt  you,  is  that  be- 
cause it  adds  certain  thresholds  of  either  number  of  employees  that 
the  paperwork  requirements,  the  added  paperwork  requirements 
can  get? 

Mr.  Carty.  That  is  part  of  it.  But  also  I  think  just  the  overall 
cost.  It  just  reaches  a  point  where  they  just  can't  absorb  it  and  it 
is  no  longer  profitable. 

Mr.  TORKILDSEN.  Thank  you. 

Mr.  Carty.  What  the  Paperwork  Reduction  Act  does,  first  it 
promises  all  citizens  that  the  Grovernment  will  check  the  need  for 
information  before  anyone  is  asked  to  provide  more  information  or 
maintain  records. 

Second,  it  promises  the  effective  use  of  the  structural  and  policy 
framework  established  by  the  law,  such  as  the  creation  of  the  Of- 
fice of  Information  and  Kegulatory  Affairs  and  the  corresponding 
senior  officials  in  the  agencies,  both  of  which  are  charged  with  re- 
ducing the  burden  on  the  economy. 

This  is  the  law  that  empowers  OIRA,  under  the  Paperwork  Re- 
duction Act,  as  the  President's  regulatory  traffic  cop.  It  stands  as 
the  single  most  important  instance  where  Congress  has  declared  it 
wants  the  President  to  manage  and  reduce  the  cumulative  burden 
of  the  Government's  regulatory  paperwork  on  the  pubhc. 

Sadly,  the  PRA  as  written  and  enforced  is  not  up  to  the  task.  The 
problem  today  is  that  the  promises  have  not  been  met.  The  laws 
affecting  this  have  been  eroded  by  three  major  factors  which  will 
be  cured,  we  think,  hy  Title  V. 

The  first  problem  is  the  Supreme  Court  case,  the  Dole  decision, 
which  has  been  mentioned  before.  The  second  is  the  agencies  in- 
creasingly ignore  the  spirit  and  the  letter  of  the  law.  Every  day  you 
can  look  through  the  Federal  Register  and  there  are  instances 
where  just  looking  and  reading  the  basic  information,  you  know 
there  is  a  regulatory  paperwork  impact  and  the  agencies  politely 
state  there  is  no  impact,  regulatory  impact  or  paperwork  burden  or 
the  burden  is  so  minimal  that  we  are  not  going  to  really  explain 
or  take  care  of  that  alleged  problem. 

Also,  in  6  years,  Congress  and  the  executive  branch  have  not 
been  able  to  agree  on  what  amendments  are  needed.  I  think  that 
logjam  is  now  going  to  be  broken  by  Title  V,  and  we  appreciate 
that. 

Let  me  iust  go  to  the  NAM  recommendations.  The  committee 
should  address  whether  a  citizen  should  have  standing  to  sue  in 
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court  for  a  determination  of  whether  an  information  collection  re- 
quest is  subject  to  the  law  when  agencies  and  OIRA  fail  to  respond 
to  a  properly  presented  inquiry. 

Let  me  just  say  that  at  NAM,  we  have  made  a  number  of  inquir- 
ies to  OIRA  about  specific  proposed  regulations  and  of  the  four  in- 
quiries we  made,  we  have  received  one  response  and  that  was  3 
months  after  we  made  the  inquiry.  One  of  the  inquiries  we  made 
recently  and  it  follows  Mr.  Luther  questions,  we  asked  OIRA  how 
many  regulations  have  been  sent  back  to  the  agencies  for  rewrite 
because  uiey  do  not  comply  with  the  Paperwork  Reduction  Act,  the 
Executive  Order  or  the  Regulatory  Flexibility  Act. 

As  of  now,  we  have  not  received  a  response,  so  we  would  be  very 
interested  in  the  information  that  this  committee  gathers  from 
OIRA  on  that  question.  We  suspect  very  few,  by  the  way.  The  bill 
should  be  amended  to  explicitly  require  that  all  record  keeping  re- 
quirements contain  a  specific  record  retention  requirement.  The 
record  keeping  requirement  should  not  be  approved  unless  they 
display  how  long  business  must  keep  them. 

This  seems  to  be  logical,  reasonaole,  but  it  is  not  now  done.  So 
as  a  result,  you  have  record  after  record  after  record  after  piece  of 
paper  being  accumulated  by  the  business  community  in  files  and 
which  after  a  while  are  on  computers,  become  very,  very  expensive. 

The  Small  Business  Advocate  should  be  statutorily  mandated  to 
address  and  help  enforce  the  PRA,  In  other  words,  work  specifically 
with  OIRA  and  the  other  agencies  on  enforcing  this  act.  This  com- 
mittee should  provide  vigorous  oversight  of  the  agencies'  implemen- 
tation of  the  PRA  and  the  impact  on  small  business. 

The  bill's  present  goal  to  reduce  all  Government  paperwork  bur- 
dens by  5  percent  should  be  raised  to  10  percent.  Why?  Why  not? 
If  we  can  do  5  percent,  why  can't  we  do  10  percent? 

We  also  would  like  to  see  that  the  agencies  be  directed  that  when 
they  add  a  new  paperwork  requirement,  that  they  come  and  say 
well,  we  are  also  dropping  this  paperwork  reauirement,  a  tit  for  a 
tat.  If  they  did  that,  you  would  soon  get  at  tne  problem  of  cumu- 
lative effects  of  overregulation  because  if  you  look  at  the  regulatory 
burden,  iust  at  a  particular  regulation,  you  really  don't  get  the  im- 
pact of  the  cumulative  effect  over  many,  manyyears  that  have  im- 
pacted upon  the  small  business  community,  lliat  ends  my  state- 
ment. 

Thank  you. 

Mr.  TORKILDSEN.  Thank  you,  Mr.  Carty. 

[Mr.  Carty's  statement  may  be  found  in  the  appendix.] 

Mr.  ToRKiLDSEN.  Because  of  the  lateness  of  the  hour,  I  will  just 
ask  one  general  question  for  the  members  of  the  panel.  I  agree 
with  the  sentiment  that  paperwork  reduction  has  to  be  required.  It 
is  not  enough  just  to  make  it  an  optional  goal. 

But  what  would  any  of  you  think  about  taking  what  I  would 
think  would  be  the  next  step  and  that  would  be  a  paperwork  elimi- 
nation act?  By  that  I  mean  allowing  employers  the  option  of  report- 
ing as  much  as  possible  on  computers  so  that  you  do  not  at  least 
have  to  pav  the  cost  of  maintaining  a  paper  log? 

Obviously  the  work  requirements  and  assembling  the  informa- 
tion would  not  automatically  be  reduced  by  that,  but  I  would  imag- 
ine the  cost  associated  with  handling  what  are  enormous  amounts 
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of  physical  paper  certainly  would  be  reduced,  the  amount  of  time 
that  Federal  agencies  spend  tracking  down  actual  pieces  of  paper 
that  are  lost  should  be  reduced  as  well. 

Do  any  of  you  have  any  thoughts  on  trying  to  implement  that 
step  on  a  national  level? 

Mr.  Carty.  I  think  the  concept  is  good,  but  we — you  of  course 
have  to  be  concerned  about  the  real  small  businesses  that  maybe 
aren't  computerized. 

Mr.  TORKILDSEN.  Yes. 

Mr.  Carty.  I  think  the  manufacturing  community,  we  are  a  little 
larger  than  the  small  company. 

Mr.  TORKILDSEN.  That  is  why  my  statement  giving  small  employ- 
ers the  option  and  not  making  it  an  immediate  requirement  be- 
cause obviously  not  everyone  is  on  the  Internet  just  yet. 

Mr.  Carty.  One  of  the  Representatives  raised  the  question  about 
incentives  where  one  of  his  constituents  had  always  complied  with 
the  law,  had  always  filled  out  the  paperwork,  had  a  very  good  safe- 
ty record,  and  now  thev  were  getting  hit  again. 

I  think  that  there  should  be — the  agency  should  be  conscious  of 
that  and  make  sure — and  try  to  let  up  on  the — ease  up  on  the  law- 
abiding  firms  and  companies  and  maybe  give  them  2,  3,  or  4-year 
grace  period,  whatever. 

If  they  are  going  to  ask  for  this  information  every  year,  from  the 
good  guys,  they  should  give  them  maybe  3,  4,  or  5  years  and  really 
concentrate  on  the  problem  areas. 

I  think  that  would  be  an  incentive  to  continue  the  good  work  of 
the  people  who  comply  and  also  give  a  little  more  emphasis  to 
those  people  who  are  not  complying  to  get  in  line. 

Mr.  Courtney.  Mr.  Chairman,  may  I  respond? 

Mr.  TORKILDSEN.  Yes,  Mr.  Courtney,  please  do. 

Mr.  Courtney.  If  that  is  something  that  is  coming  up  or  some- 
thing you  are  drafting,  please  consider  strong  and  exciting  support 
for  that,  and  I  would  encourage  the  panelists  here  who  represent 
perhaps  in  cumulative  effect  hundreds  and  hundreds  of  small  busi- 
nesses to  go  back  to  those  businesses  and  say  to  them  embrace 
technology.  It  is  here.  It  is  coming.  It  is  not  getting  less.  The  sooner 
you  do  it,  the  better  off  you  are  going  to  be. 

Today  it  doesn't  take  but  a  box  top  and  $5  to  buy  a  computer  and 
buy  a  modem  and  get  on  line.  That  is  not  to  say  I  am  inflexible. 
Because  there  is  the  need  for  those  who  can  absolutely  not  afford 
that  expense  and  that  should  be  considered.  However,  I  endorse 
the  concept  entirely. 

Mr.  TORKILDSEN.  Thank  you. 

Would  anyone  else  like  to  comment.  Dr.  Tucci  or  Dr.  Massanari? 

Dr.  Tucci.  I  also  endorse  the  concept,  one  thing  that  is  more  im- 
portant is  to  have  the  information  that  is  gathered  on  the  system 
through  the  Federal  Government  be  available  to  the  State,  county, 
and  local  Governments  so  that  we  don't  have  this  redundancy  of 
paperwork  coming  from  city,  counb^,  and  State  agencies. 

Mr.  TORKILDSEN.  Dr.  Massanari? 

Dr.  Massanari.  While  I  applaud  your  attempt  to  help  us  in  this 
manner  and  while  I  think  it  might  facilitate  the  transfer  of  infor- 
mation process,  being  a  small  business  person  who  has  been  com- 
puterized for  over  10  years,  my  experience  with  the  electronic 
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media,  although  it  is  quick,  although  it  is  helpful,  although  it  can 
be  sorted  in  different  ways,  my  experience  has  been  that  my  cost 
goes  up  every  time  I  expand  my  computer  system  because  in  fact 
uie  generation  of  the  data,  the  entry  of  the  data,  the  new  uses  and 
the  new  data  that  the  receiving  agency  feels  is  necessary  expand 
more  rapidly  than  any  savings  I  have  from  not  printing  this  onto 
paper,  but  leaving  it  in  the  electronic  form. 

Mr.  TORKILDSEN.  That  is  an  interesting  point.  Have  you  had  ex- 
amples where  you  have  computerized  data  or  provided  it  to  some 
Federal  or  State  agency  and  then  found  out  you  had  more  ques- 
tions asked  of  you  because  of  it? 

Dr.  Massanari.  I  think  perhaps  one  of  the  examples  is  the  Medi- 
care Program  which  in  fact  we  have  been  electronic  submitters  to 
that  for  years.  The  Grovernment  would  talk  about  the  dollars  saved 
in  this  program.  True,  for  them  you  might  call  it  a  savings. 

It  is  not  savings  wnen  you  shift  the  cost  from  the  Federal  Gov- 
ernment to  the  private  business  person.  I  still  have  to  input  exactly 
the  same  information  I  did  before.  I  still  have  to  have  my  people 
review  the  data  that  comes  back  from  the  Government  to  see  if  in 
fact  it  is  correct  or  not. 

In  the  process  of  doing  this,  oftentimes  because  now  we  have  an 
electronic  media  to  blame  this  on,  we  now  have  to  go  back  then  and 
justify  why  in  fact,  what  we  submitted  the  first  time  was  correct. 
We  have  to  pull  out  documents,  paper  documents,  to  make  copies 
of  those  to  go  along  with  a  resubmission  which  of  course  has  to  be 
in  paper  form  because  simply  pointing  out  this  code  matches  this 
code  and  that  code  matches  that  code,  they  were  both  in  the  elec- 
tronic document  in  the  first  place,  does  not  suffice.  We  now  have 
to  go  back,  pull  out  and  reduplicate  information. 

So  yes,  my  experience  has  been  that  it  really  is  savings  for  the 
Grovemment,  but  really  it  is  not  savings.  It  is  really  cost  shifting 
from  the  Government  to  private  business. 

Mr.  TORKILDSEN.  Those  are  valid  concerns  then.  I  appreciate  you 
bringing  it  up. 

Mr.  Koeblitz? 

Mr.  Koeblitz.  I  would  like  to  add  that  I  found  similarly  in  our 
small  business  that  often  when  we  add  a  computer  into  the  process, 
it  increases  the  amount  of  time  to  perform  a  function,  not  nec- 
essarily paperwork  for  the  Government,  but  any  function.  Obvi- 
ously tne  repetitive  ones  is  where  it  applies  a  lot. 

So  I  think  if  we  look  at  the  new  technologies  as  a  very  useful  po- 
tential tool  but  not  a  panacea  and  keep  focusing  on  the  agencies, 
encouraging  them  to  talk  with  their  customers  and  their  suppliers 
about  what  is  the  easiest  way  and  having  that  available  as  a  poten- 
tial tool,  that  could  be  very  helpful. 

Mr.  TORKILDSEN.  Thank  you. 

Follow-up  question? 

Dr.  Massanarl  Could  I  just  briefly  follow  up  on  what  he  just 
said? 

Mr.  TORKILDSEN.  OK, 

Dr.  Massanari.  It  also  is  germane  to  the  specific  example  I  gave. 
I  think  mginy  times  small  business  is  not  always  averse  to  certain 
requirements  of  the  Government  agencies  or  do  not  disagree  there 
is  a  problem. 
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What  we  disagree  with  is  trying  to  solve  those  problems  with 
more  information,  with  more  paper,  with  more  regulations.  In  fact 
I  think  oftentimes  if  you  can  get  the  stakeholders  together,  we  to- 
gether can  find  a  way  to  continue  to  improve  quality  in  ways  that 
do  not  have  massive  paperwork  impact  on  us. 

If  we  have  learned  nothing  else  this  last  year  in  the  health  care 
arena,  we  foimd  out  what  happens  when  one  group  without  talking 
to  stakeholders  tries  to  solve  a  problem.  It  is  not  the  problem  that 
is  solved,  but  it  is  a  huge  bureaucracy  that  people  see.  So  again, 
I  think  talking  to  customers,  working  together,  I  think,  we  can 
solve  these  problems. 

Mr.  TORKILDSEN.  Thank  you  very  much. 

Congressmsui  Souder,  did  you  have  any  questions? 

Mr.  Souder.  Yes,  I  have  a  couple.  Our  family's  had  a  small  busi- 
ness since  1907  and  I  filled  out  many  forms  myself.  To  say  I  am 
hostile  to  a  lot  of  the  regulation  would  be  to  understate  my  posi- 
tion. 

I  had  a  couple  of  quick  questions.  Being  a  freshman,  I  can  plead 
ignorance  on  a  couple  of  these  points.  One,  the  5  percent  reduction 
in  paperwork,  is  the  primary  goal  there  to  reduce  the  demand  that 
is  coming  in  or  the  amount  of  paper  that  is  coming  back? 

I  am  kind  of  curious  as  to  how  we  would  actually  measure  that. 
You  can  ask  questions  of  a  business  that  are  very  short  and  the 
regulation  coming  in  that  require  more  paper  or  you  can  ask  long 
questions  that  require  little  paper.  What  is  kind  of  the — ^anybody 
have  any  comments  on  that  or — — 

Mr,  KOEBLITZ.  My  perspective  would  be  that  the  goal  is  to  reduce 
the  cost  of  complying  with  regulation  and  it  need  not  be  that  if  you 
used  to  fill  out  100  pieces  of  paper,  it  is  now  95  pieces,  but  rather 
the  amount  of  time  spent  toward  it  would  be  the  main  determinate. 

Mr.  Souder.  During  my  brief  period  here,  two  of  the  things  that 
were  specifically  recommended  I  think  are  very  valuable  rec- 
ommendations, and  that  is  making  5  percent  a  minimum  require- 
ment and  more — ^it  is  a  key  question  of  how  do  we  measure  that 
because  the  second  question  was  raised  was  how  do  we  enforce  it 
and  they  aren't  doing  it. 

Conceivably  you  could  reduce  the  appropriations  for  any  agency 
that  doesn't  and  that  could  be  the  enforcement  mechanism,  but  the 
question  becomes  how  do  we  measure  this.  That  becomes  very  dif- 
ficult. If  we  don't  have  the  answer  today,  if  we  are  going  to  make 
this  change  and  really  make  it  real  rather  than  rhetoric  and  kind 
of  a  goal,  we  have  to  get  as  much  input  as  we  can. 

Mr.  Courtney.  Mr.  Souder,  from  one  small  businessman  to  an- 
other, I  think  you  address  this  question  with  a  businessman's 
sense.  The  first  thing  you  do  is  find  out  the  baseline  for  each  agen- 
cy how  much — what  is  X,  how  much  exists  to  begin  with  and  have 
a  starting  point. 

Somebody  qualifies  that,  I  don't  think  that  that  is  a  monumental 
task.  The  5  percent,  as  I  testified  earlier,  clearly  needs  to  be  de- 
fined as  your  question  is  indicating  because  it  is  not  only  should 
a  reduction  of  information  be  requested,  but  the  method  in  which 
it  is  requested.  Part  of  that  can  be  answered  by  just  sound  design 
of  the  paperwork  itself. 
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Mr.  TORKILDSEN.  Congressman  Souder,  if  I  might  suggest  if  we 
submit  your  very  pertinent  question  to  Sally  Katzen  for  her  to  re- 
spond to  as  well.  I  think  it  would  be  beneficial  to  all  of  the  commit- 
tee members. 

Mr.  KOEBLITZ.  I  have  been  told  that  the  agencies  are  already  re- 
cording an  inventory  of  how  much  time  it  takes  to  complete  paper 
work.  Like  the  IRS  is  saying,  to  complete  this  form  takes  10  min- 
utes and  we  all  see  that  on  the  forms  we  get.  The  main  require- 
ment would  be  to  have  a  reduction  in  those  time  requirements. 

Mr.  ToRKlLDSEN.  Did  you  have  any  other  questions,  Congress- 
man Souder? 

Mr.  Souder.  No,  that  is  fine. 

Thank  you. 

Mr.  TORKILDSEN.  Congressman  Rosco  Bartlett. 

Mr.  Bartlett.  Thank  you  very  much. 

Let  me  apologize  for  being  late.  Strive  the  best  we  can,  we  can 
still  not  avoid  simultaneous  committees,  and  I  just  came  from  the 
National  Security  Committee  where  Secretary  Perry  and  the  Chair- 
man of  the  Joint  Chiefs  of  Staff,  General  Shalikashvili,  were  testi- 
fying on  a  very,  very  important  issue. 

We  can  afford  to  make  mistakes  in  other  committees.  We  made 
a  whole  bunch  of  them  in  other  committees  and  we  are  here  today 
trying  to  get  reform  in  one  of  those  and  that  is  the  enormous 
amount  of  paperwork  that  is  required.  In  the  National  Affairs  Com- 
mittee, we  just  can't  afford  to  be  wrong.  My  apologies. 

In  my  other  life,  I  was  in  the  business  world  for  a  number  of 
years  so  I  can  really  sympathize  with  where  you  are  coming  from. 
I  noticed  in  the  written  testimony  of  Mr.  Koeblitz  that  you  men- 
tioned that  in  a  survey  that  you  did  of  your  members  that  out  of 
64  issues  which  you  identified  that  paperwork  came  up  number  3 
and  unfunded  mandates  number  2  and  welfare  reform  number  1. 

Mr.  Koeblitz.  Actually  unfunded  mandates  was  number  1. 

Mr.  Bartlett.  Sir? 

Mr.  Koeblitz.  Unfunded  mandates  was  number  1.  Paperwork 
was  2. 

Mr.  Bartlett.  OK,  unfunded  mandates  1.  Well,  since  unfunded 
mandates  require — a  lot  of  them  require  paperwork,  paperwork 
now  gets  very,  very  high  on  their  list  of  concerns. 

We  were  a  little  surprised  in  a  poll  which  we  did  which  showed — 
it  was  an  open-ended  question  what  are  your  concerns  in  our  dis- 
trict. We  are  in  western  Maryland,  a  rural  district,  and  their  num- 
ber-one concern  was  welfare  reform.  We  wouldn't  have  thought  to 
put  that  to  the  previous  poll.  We  didn't  put  it  on  our  list. 

But  when  they  had  an  open-ended  question,  they  put  it  on  their 
list  and  it  was  the  number  one.  Probably  when  businesses  come  to 
us  with  their  concerns,  the  unfunded  Federal  mandates  and  the  pa- 
perwork are  the  number  one  concerns  and  our  smaller  institutions, 
small  banks — we  have  some  small  banks,  and  they  show  me  the 
enormous  amount  of  paperwork  they  get  and  they  are  now  having 
to  hire  two  and  three  people  to  do  nothing  but  respond  to  the  Gov- 
ernment regulators  and  to  produce  the  paper. 

It  is  clearly  something — and  where  these  companies  are  in  the 
international  competition,  we  clearly  are  hurting  our  economy  by 
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imposing  additional  costs  on  our  people  which  makes  them  less 
competitive  internationally. 

So  I  hope  that  your  message  here — it  has  not  fallen  on  deaf  ears, 
I  know  at  least  on  this  part  of  the  committee,  and  I  hope  we  will 
really  be  able  to  do  something  about  the  paperwork. 

To  me  5  percent  reduction  is  not  near  enough.  We  need  to  be 
bolder  than  that.  You  have  at  least  twice  as  much  paperwork  that 
is  required  of  you.  Thank  you  for  your  testimony.  I  will  read  it.  I 
am  sorry  I  could  not  have  been  here  for  the  whole  meeting. 

Thank  you. 

Mr.  TORKILDSEN.  Thank  vou  Congressman  Bartlett. 

I  will  close  by  saying  wnat  all  of  you  do  and  ^our  members  do 
is  important  to  us.  The  best  social  program  is  a  job.  Any  time  you 
are  out  there  trying  to  create  jobs,  the  local  government  or  any 
other  part  of  Grovernment  should  not  be  throwing  impediments  in 
your  way. 

The  Paperwork  Reduction  Act  is  one  step  trying  to  reduce  the 
cost  of  regulation.  We  want  to  do  the  best  job  to  reduce  paperwork 
as  much  as  possible.  That  is  certainly  going  to  be  our  intent.  I 
thank  you  for  your  testimony  and  this  hearing  is  closed. 

[Whereupon,  at  12:17  p.m.,  the  committee  was  adjourned,  subject 
to  the  call  of  the  chair.l 
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Small  Business  Committee  Hearing  on  Paperwork  Reduction 
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Good  morning.   I  welcome  the  opportunity  for  us  to  hear  irom  witnesses  today  on  the 
P^wrworlc  Reduction  Act.   I  especially  would  like  to  welcome  Sally  Katzen  and  welcome  her 
comments. 

The  issue  of  regulatory  burden  is  one  that  continually  plagues  our  nation's  small  businesses. 
In  1993,  as  co-chairman  of  the  Congressional  Manufacturing  Task  Force,  we  held  a  field 
hearing  on  regulatory  issues  in  Trenton,  New  Jersey.   We  were  simply  amazed  by  the  hoops 
that  businesses  have  to  jump  through  and  the  overl^iping  reporting  requirements  they  must 
deal  with  to  be  in  compliance  with  federal,  state  and  local  regulations. 

In  1993,  69,688  pages  of  new  regulations  were  published  in  the  Federal  Register.  Now,  the 
Federal  Register  even  teaches  a  class  on  how  to  read  and  understand  its  documents.  Clearly, 
this  caimot  go  on. 

I  hope  that  we  will  hear  some  good  ideas  today  on  how  to  make  the  Paperwork  Reduction 
Act  more  effective  in  reaching  its  goal.   WhUe  there  is  no  question  that  regulation  is  essential 
to  protf^ct  the  public  health  and  safety,  this  well-int  .nded  system  has  grown  somewhat  out  of 
touch  ^rith  the  legitimate  concerns  of  the  regulated  commun.ty. 

Again,  I  look  forward  to  everyone's  conunents  today.   Thank  you. 
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STATEMENT  OF  CHAIR  JAN  MEYERS 

COMMITTEE  ON  SMALL  BUSINESS 
U.S.  HOUSE  OF  REPRESENTATIVES 

-   FULL  COMMITTEE  HEARING   - 

"IMPROVINO  THE  PAPERWORK  REDUCTION  ACT" 


Our  hearing  this  morning  focuses  on  one  of  the  most 
fundamental  issues  of  concern  to  small  businesses,  paperwork 
reduction,  and  the  primary  federal  law  in  place  for  more  than  a 
decade  to  rein- in  unreasonable  paperwork  burdens. 

I  want  to  re -affirm  my  strong  support  for  the  letter  and 
spirit  of  the  Paperwork  Reduction  Act,  which  Congress  enacted  in 
1980.   Yet,  as  I  have  listened  to  both  praise  and  criticism  of 
that  law  offered  by  the  small  business  community,  it  seems 
obvious  that  certain  aspects  of  it  demand  revision  and 
strengthening . 

I  am  pleased  that  a  bill  that  I  co-sponsored  in  the  last 
Congress,   H.R.  2995,  the  "Paperwork  Reduction  Act  of  1993,"  has 
served  as  the  model  for  the  paperwork  reduction  provisions  in 
Title  V  of  H.R.  9,  the  Job  Creation  and  Wage  Enhancement  Act,  of 
the  "Contract  with  America,"  which  we  will  review  today. 

Before  we  proceed,  I  think  it  important  to  offer  a  little 
historic  context  on  the  original  Paperwork  Reduction  Act. 
Enacted  in  December  of  1980,  it  consolidated  control  over  federal 
agencies'  paperwork  requirements  and  compliance  enforcement 
efforts  within  the  Office  of  Management  and  Budget  (0^4B)  under  a 
newly-created  Office  of  Information  and  Regulatory  Affairs 
(OIRA) .  In  implementing  the  Act,  the  Director  of  0MB  is  empowered 
to  review  all  federal  agency  paperwork  requirements,  reject  those 
that  are  inappropriate,  impose  a  budget  limitation  on  each 
agency's  total  paperwork  burdens,  and  assign  an  OMB  control 
number  to  each  approved  paperwork  requirement . 

Small  business  is  specifically  identified  as  an  intended 
beneficiary  of  the  Act  -  as  its  preamble  reveals.  The  Paperwork 
Reduction  Act  was  adopted  by  the  same  Congress  that  enacted  the 
Regulatory  Flexibility  Act  only  a  few  months  earlier.   Congress 
believed  that  those  two  laws,  in  conjunction  with  a  third  law 
passed  the  same  year  -  the  Equal  Access  to  Justice  Act  -would 
provide  an  integrated  approach  to  providing  broad  regulatory 
relief  for  the  nation's  small  businesses. 
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Cost/benefit  analyses  of  regulatory  requirements  are 
required  by  a  number  of  laws  that  address  regulatory  burdens  on 
the  public.  However,  in  practice  such  tests  have  not  usually  been 
applied  to  paperwork  requirements  and  many  small  businesses  feel 
that  the  burden  of  paperwork  compliance  bears  no  real 
relationship  to  the  perceived  public  benefit. 

To  my  colleagues,  I  would  suggest  that  before  paperwork 
burdens  are  imposed,  agencies  should  be  required  to  determine  the 
true  cost  of  these  requirements  on  small  businesses  and  to  weigh 
the  burdens  against  the  expected  benefits.   If  the  burden 
outweighs  the  benefit,  an  exercise  of  that  all  too  rare  commodity 
of  common  sense  is  warranted,  and  those  paperwork  requirements 
found  to  be  unjustified  should  not  be  laid  at  the  feet  of 
America's  small  businesses  and  entrepreneurs. 
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MADAME  CHAIRMAN,  I  WANT  TO  THANK  YOU  FOR  YOUR  LEADERSHIP  TODAY 
IN  HOLDING  THIS  HEARING  ON  THE  PAPERWORK  REDUCTION  ACT. 

REDUCING  THE  AMOUNT  OF  PAPERWORK  THAT  THE  FEDERAL  GOVERNMENT 
IMPOSES  ON  SMALL  BUSINESS  IS  A  CAUSE  THAT  ENJOYS  --  AND  DESERVES  -- 
WIDE  BIPARTISAN  SUPPORT. 

IN  THE  LAST  CONGRESS,  I  INTRODUCED  H.R.  2  995,  THE  PAPERWORK 
REDUCTION  ACT  OF  1993.  A  BIPARTISAN  GROUP  OF  120  MEMBERS, 
INCLUDING  MOST  OF  THE  SENIOR  MEMBERS  OF  THE  SMALL  BUSINESS 
COMMITTEE,  JOINED  ME  AS  COSPONSORS  OF  THAT  LEGISLATION. 

IN  FACT,  THE  RANKING  MINORITY  MEMBER,  MR.  LAFALCE,  WAS  AN 
ORIGINAL  CO -SPONSOR  OF  H.R.  2  995,  AND  HELD  A  HEARING  ON  PAPERWORK 
REDUCTION  IN  OCTOBER,  1993. 

NOW,  IN  THIS  CONGRESS,  WE  HAVE  AN  OPPORTUNITY  TO  CARRY  ON  IN 
THIS  SAME  BIPARTISAN  FASHION  TO  SEE  THAT  THIS  IMPORTANT  BILL 
BECOMES  LAW.  THE  REPUBLICANS'  "CONTRACT  WITH  AMERICA"  INCLUDES 
PROVISIONS  WHICH  ARE  VIRTUALLY  IDENTICAL  TO  MY  BILL  FROM  THE  103RD 
CONGRESS.  I  CALL  ON  MY  COLLEAGUES  ON  BOTH  SIDES  OF  THE  AISLE  TO 
HELP  PASS  THIS  LONG-OVERDUE  LEGISLATION. 

I  THINK  ALL  MY  FRIENDS  HERE  TODAY  ARE  WELL  AWARE  OF  THE 
PAPERWORK  BURDEN  THAT  H.R.  2  995  WAS  MEANT  TO  ADDRESS.  THEY  KNOW 
VERY  WELL  THE  FRUSTRATION  THAT  SMALL  BUSINESSES  FEEL  WITH  THE 
COMPLEX  AND  EXTREMELY  BURDENSOME  PAPERWORK  REQUIREMENTS  HANDED  DOWN 
BY  THE  FEDERAL  GOVERNMENT. 

WE  ALL  NEED  TO  REMEMBER  THAT  THE  ONES  WHO  SUFFER  MOST  FROM 
THIS  PAPERWORK  BURDEN  ARE  THE  SMALLEST  OF  SMALL  BUSINESS.  OF 
COURSE,  LARGER  BUSINESSES  ALSO  HAVE  A  HARD  TIME  SHOULDERING  THE 
BURDEN  AND  THE  COST  OF  COMPLIANCE  WITH  GOVERNMENT  PAPERWORK 
REQUIREMENTS.  BUT  THE  SMALLEST  BUSINESSES  SIMPLY  CANNOT  COPE  WITH 
THIS  AVALANCHE  OF  PAPERWORK. 

THIS  IS  A  REAL  PROBLEM  THAT  MANY  AMERICANS  FACE  ON  A  DAILY 
BASIS. 

I  AM  OPTIMISTIC  THAT  WE  CAN  AND  WILL  TAKE  ACTION  IN  THIS 
CONGRESS  TO  REDRESS  THE  SHORTCOMINGS  OF  THE  ORIGINAL  PAPERWORK 
REDUCTION  ACT  OF  1980,  AND  TO  DO  SO  WITH  A  MINIMUM  OF  PARTISAN  RANCOR. 


39 


Testimony  of  Congressman  Sisisky 
Page  Two 


I  THINK  THE  AMERICAN  PEOPLE  HAVE  SENT  US  A  VERY  STRONG  MESSAGE 
THAT  THEY  WANT  US  TO  ADOPT  JUST  THIS  SORT  OF  CONSTRUCTIVE  APPROACH 
TO  HELP  SOLVE  REAL  PROBLEMS.  REDUCING  THE  BURDEN  OF  PAPERWORK  ON 
SMALL  BUSINESS  IS  ONE  INSTANCE  WHERE  WE  CAN  SHOW  THAT  WE  HAVE 
RECEIVED  THAT  MESSAGE  LOUD  AND  CLEAR. 

THANK  YOU. 
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Mmufacturin^:  IkKijtoEcommkGwMh 


/  U.S.  manufacturing's  direct  share  of  the  Gross  Domestic 
Product  (GDP)  has  averaged  more  than  21  percent  since 
World  War  II.  And  nearly  half  of  economic  activity 
depends  indirectly  on  manufacturing. 

/  U.S.  manufacturing  productivity  growth  averaged  3 
percent  during  the  1980s  compared  with  almost  zero 
growth  in  the  rest  of  the  U.S.  economy. 

/  U.S.  manufacturing  exports  have  been  the  single  main 
source  of  strength  in  the  current  economy  — 
contributing  30  percent  to  40  percent  of  the  nation's 
economic  growth  since  1987. 

/  Each  $1  billion  of  exports  creates  20,000  new  jobs. 
Since  1985,  exports  have  saved  4  million  jobs  in 
U.S.  communities. 

/  Manufacturing  jobs  on  average  pay  15  percent  more 
than  jobs  elsewhere  in  the  economy. 

/  Manufacturing  provides  the  bulk  of  technological 
advances  and  innovation  for  the  economy. 


42 


Paperwork  Reduction  Act 
Executive  Summary 


The  National  Association  of  Manufacturers  (NAM)  strongly  endorses  passage  of 
Title  V,  "Paperwork  Reduction  Act  of  1995,"  (PRA),  part  of  H.R.  9,  "Job  Creation  and 
Wage  Enhancement  Act  of  1995,"  the  former  being  the  focus  of  this  hearing. 

There  is  bipartisan  support  for  reforming  the  PRA  as  was  demonstrated  by  the 
unanimous  vote  in  the  Senate  during  the  103rd  Congress  and  by  the  number  of  overall  co- 
sponsors  of  a  similar  bill  in  the  House  last  year. 

Reform  of  the  paperwork  area  is  absolutely  necessary  because  the  cost  associated  with 
recordkeeping  is  estimated  to  be  between  $100  billion  and  $300  billion. 

The  proposed  PRA  of  1995  will  achieve  a  number  of  important  goals: 

•  Overturns  the  Dote  v.  United  Steel  Workers  of  America  case  which  niled  that 
the  PRA  does  not  apply  to  information  given  to  third  parties. 

•  Enhances  more  vigorous  enforcement  of  the  PRA  which  in  the  recent  past  has 
been  ignored  by  many  agencies. 

NAM  also  suggests  a  number  of  amendments: 

•  To  provide  standing  for  citizens  to  sue  to  enforce  the  PRA. 

•  To  provide  a  specific  time  limit  on  record  retention,  and 

•  To  provide  a  10  percent  paperwork  reduction  by  ordering  that  any  new 
requirement  result  in  a  requirement  being  dropped. 
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Madame  Chairperson,  Congresstnan  LaFalce,  members  of  the  Committee,  thank  you 
for  this  opportunity  to  testify  on  the  Paperwork  Reduction  Act  of  1995. 

My  name  is  James  P.  Carry.    I  am  Vice  President,  Small  Manufacturers,  for  the 
National  Association  of  Manufacturers  (NAM).   The  NAM  is  strongly  in  favor  of  passing 
this  legislation  which  is  presently  Title  V,  of  H.R.  9,  the  "Job  Creation  and  Wage 
Enhancement  Act  of  1995". 

The  NAM  is  a  voluntary  business  association  of  more  '.han  13,000  Arms,  large  and 
small,  located  in  every  state.   Our  members  range  in  size  from  the  very  large  to  the  more 
than  9,000  smaller  members  that  have  fewer  than  500  employees  each.   The  NAM's  member 
companies  employ  85  percent  of  all  workers  in  manufacniring  and  produce  more  than  80 
percent  of  the  nation's  manufactured  goods. 

NAM  WELCOMES  THE  PROSPECT  FOR  CHANGE 

We  believe  these  amendments  to  the  generic  Paperwork  Reduction  Act  (PRA)  found 
in  Title  44,  Chapter  35,  are  a  vibrant  and  vital  piece  of  the  "Contract  With  America" 


44 


that  can  be  enacted  quickly  and  with  overwhelming  bipartisan  support.    Given  the 
deliberations  on  similar  legislation  in  the  last  Congress,  we  believe  this  is  a  piece  of  the 
"Contract"  to  which  President  Clinton  already  committed  his  support  when  the  Senate  passed 
unanimously  and  without  dissent  the  Paperwork  Reduction  Act  of  1994  late  last  session. 

Moreover,  passage  of  the  PRA  of  1995  will  be  an  important  example  of  how  the  new 
leadership  in  the  Congress  can  help  overcome  the  gridlock  and  frustration  on  bills  which 
promised  common  sense  regulatory  relief  to  the  small  business  community.    Recall,  Mrs. 
Meyers,  that  you.  Congressmen  Sisisky,  LaFalce,  Clinger,  and  some  111  other  members  of 
the  House  actively  sponsored  H.R.  2995,  the  PRA  of  1994,  last  Congress.    Indeed,  a  full 
quarter  of  the  entire  Congress  sponsored  that  legislation.   That  is  the  legislation  whose 
provisions  were  endorsed  and  promised  in  the  "Contract  With  America."  .    ,_ 

While  this  Committee,  the  Small  Business  Committee,  held  hearings  in  October  of 
1993  and  was  prepared  to  act  on  the  House  floor,  others  were  not.   This  remained  true  even 
in  the  face  of  unanimous  Senate  approval  of  a  similar  bill. 

Due  to  the  activism  of  a  coalition  of  interests  representing  consumer  advocates, 
organized  labor,  and  environmental  groups,  Chairman  John  Conyers  refused  repeatedly  to 
hold  hearings  or  otherwise  act  on  your  legislation.    It  is  worth  noting  this  is  the  same 
coalition  which  opposed  progress  on  the  entire  regulatory  relief  agenda  in  the  103rd 
Congress,  including  regulatory  flexibility,  unfunded  mandates,  and  risk  assessment  and 
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management  that  was  supponed  by  many  in  both  parties  and  now  is  manifest  in  the  several 
titles  of  the  'Job  Creation  and  Wage  Enhancement  Act  of  the  Contract." 

WHY  THE  HOUSE  SMALL  BUSINESS  COMMITTEE  IS  NEEDED 

We  believe  the  days  where  important  legislation  to  the  small  business  community  is 
arbitrarily  ignored  or  blocked  by  a  minority  interest  which  can  influence  the  chairs  of  other 
committees  are  over.    I  think  you  are  already  hearing  the  applause  from  the  business 
community  which  follows  and  supports  the  work  of  this  Committee.   Too  often  in  the  past 
this  Committee  has  been  prevented  from  hearing  the  voices  of  the  business  community  in  a 
meaningful  way.    We  welcome  the  prospect  of  changing  this  experience.    We  very  much 
look  forward  to  our  renewed  work  with  you  aixl  this  Committee  to  enact  the  PRA  of  1995. 
And  perhaps  more  importantly,  we  are  committed  to  working  with  this  Committee  on  the 
oversight  which  will  be  needed  to  ensure  that  this  legislation,  as  well  as  the  Regulatory 
Flexibility  Act  and  other  laws,  are  followed,  and  not  ignored. 

This  is  the  third  Congress  that  has  toiled  in  this  particular  field.    It  is  time  to  embrace 
the  changes  and  move  forward.   The  paramount  reason  legislation  needs  to  be  enacted  to 
strengthen  the  tools  in  the  Paperwork  Reduction  Act  is  that  the  ability  of  the  executive 
branch  to  meet  the  promises  of  the  existing  Act  is  eroding.    The  Act  needs  to  be 
strengthened,  corrected,  aixl  renewed,  not  weakened  by  time  and  neglect.   We  need  to 
strengthen  both  congressional  and  presidential  oversight  of  the  cumulative  effects  of 
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regulatory  paperwork  requirements  on  business.    We  need  to  introduce  a  breath  of  fresh  air 
and  send  a  signal  to  the  executive  branch  agencies  from  the  new  Congress  that  they  can  not 
and  should  not  ignore  the  changes  Congress  puts  into  law  to  protect  businesses  from 
bureaucratic  excesses  and  eiKOurage  their  productive  participation  in  the  economy. 

As  you  know,  companion  legislation  to  the  PRA  of  199S  has  been  introduced  and 
sponsored  in  the  Senate  by  Senators  Nunn,  Roth,  Bond,  Bumpers,  and  a  bipartisan  group  of 
16  Senate  members  (S.  244).   That  legislation  is  identical  to  legislation  that  passed  that  body 
last  year.    We  anticipate  quick  Senate  action.   Given  the  schedule  to  enact  the  Contract,  there 
is  a  realistic  opportunity  to  get  a  Paperwork  Reduction  Act  to  the  President  for  his  signature 
this  spring. 

To  meet  that  objective,  we  will  need  the  Chair's  leadership  and  the  hard  woilc  of  this 
Committee.    We  are  very  much  aware  of  the  historic  role  the  House  Committee  on  Small 
Business  has  played  in  the  evolution  of  laws  to  minimize  the  unnecessary  regulatory 
paperwork  upon  small  businesses  and  the  American  public.   Wright  Patman,  a  former 
chairman,  guided  enactment  and  oversight  of  the  1942  Federal  Reports  Act,  the  predecessor 
to  the  19S0  Paperwork  Reduction  Act.   This  Committee  was  central  to  the  creation  of  the 
Federal  Paperwork  Commission  in  1974.   Congressman  Tom  Steed,  another  former 
chairman,  served  on  the  Conrniission  and  was  instrumental  to  the  resulting  1980  Act. 
Progress  happens  when  the  Small  Business  Committee  gets  involved.   We  ask  for  your  help 
and  stand  ready  to  assist  in  any  way  we  can. 
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WHY  THE  LEGISLATION  IS  NEEDED 

For  the  past  five  years  the  NAM  has  been  a  steering  committee  member  of  the 
Paperwork  Reduction  Act  Coalition,  a  broad-based  ad  hoc  coalition  of  some  75  trade, 
professional,  taxpayer,  and  citizen  organizations  which  came  together  specifically  to  support 
development  and  passage  of  amendments  to  the  Paperwork  Reduction  Act.     The  Coalition 
and  several  other  steering  committee  members  testified  before  you  and  this  Committee  in 
October  of  1993.   The  views  expressed  by  our  Coalition  then  as  to  why  the  legislation  is 
needed  are  even  more  valid  today .    Let  me  reiterate  the  most  important  reasons  and  conclude 
with  some  recommendations  to  the  Committee. 

Based  on  the  federal  govenunent's  own  estimates  of  how  much  time  it  takes 
businesses  and  die  public  to  fill  out  forms,  reports,  and  keep  records  to  meet  the 
government's  information  needs,  and  adjusting  for  the  Internal  Revenue  Service  findings  in 
the  late  1980's,  it  has  been  concluded  by  C-RIM  that  10.2  billion  hours  are  expended  to 
respond  to  the  federal  government.    At  SO  dollars  an  hour,  that  amounts  to  510  billion 
dollars,  an  amount  of  time  and  effort  which  approximates  9  percent  of  the  Gross  Domestic 
Product.    (See  Statement  of  the  Council  on  Regulatory  and  Information  Management 
(C-RIM)  before  the  House  Small  Business  Committee  October  28.  1993.) 

That  is  a  huge  figure.    It  presents  a  picmre  of  tiie  enormity  of  the  cumulative  federal 
paperwork  burden.    It  is  a  ballpark  figure  of  the  off-budget  cost  of  federal  paperwork 
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requirements  -  ihe  "hidden  taxes"  of  government  programs.    In  our  opinion,  small 
manufacturers  bear  a  disproportionate  share  of  that  burden. 

If  you  relate  this  burden  to  individual  manufacnirers,  you  begin  to  see  why  so  many 
are  so  anxious  about  even  filling  out  just  one  more  new  form  --  they  can't  even  do  what  they 
are  already  being  asked  to  do    A  new  employee,  for  example,  means  new  paperwork 
mandates,  and  that  affects  choices  about  growth  and  new  jobs.   Couple  this  concern  with  the 
fact  that  violations  of  reporting  and  recordkeeping  requirements  are  often  attached  to  new  and 
complex  fines  and  criminal  indictments,  and  you  sense  how  out  of  whack  the  overall  federal 
role  has  become. 

No  one  denies  the  importance  of  information  in  delivering  vital  government  services 
and  meeting  necessary  govenunent  roles.  But  be  it  health  care,  education,  defense 
conversion,  taxes  or  the  incentives  for  new  job  creation,  the  problem  of  excessive, 
cumulative  paperwork  touches  and  pervades  the  ability  of  everyone  to  make  progress  on 
every  issue.    For  the  small  business  community,  one  wonders  how  long  the  fabric  can  stay 
together  if  the  onslaught  of  information  mandates  from  the  govenunent  continues  to  increase. 

Let  me  add,  a  smaller  and  decentralized  national  government  is  important.    The  NAM 
certainly  supports  a  balanced  budget  and  reductions  in  the  national  debt.   We  caution  that 
these  measures  often  increase  the  incentives  for  bureaucrats  and  Congress  to  shift  the  costs  of 
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programs  "off-budget"  and  onto  the  backs  of  small  business.    The  Paperwork  Reduction  Act 
is  designed  to  guard  against  these  incentives  and  discipline  this  off-budget  behavior. 

WHAT  THE  PAPERWORK  REDUCTION  ACT  DOES 

The  existing  law  makes  two  essential  promises: 

First,  it  promises  all  citizens  that  the  government  will  check  the  need  for  information 
before  anyone  is  asked  to  provide  information  or  maintain  records.    There  should  be 
opportunities  for  public  comment.   Control  numbers,  assigned  to  each  information  collection, 
are  to  be  displayed  as  proof  that  the  government  has  approved  the  request.    Absent  the 
display  of  a  validly  assigned  number,  no  one  is  obligated  to  respond.    Notwithstanding  any 
provision  of  law,  "public  protection"  prevails  over  "bootleg  requirements. " 

Second,  it  promises  effective  use  of  the  structural  and  policy  framework  established 
by  the  law,  such  as  the  creation  of  the  OfTice  of  Information  and  Regulatory  Affairs  (OIRA), 
and  the  corresponding  senior  ofTicials  in  the  agencies,  both  of  which  will  reduce  the  burden 
of  providing  and  maintaining  the  information  that  government  needs  to  deliver  services. 

This  is  the  law  that  empowers  OIRA  as  the  President's  regulatory  traffic  cop.   It 
stands  as  the  single  most  important  instance  where  Congress  has  declared  it  wants  the 
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President,  no  matter  what  party,  to  manage  and  reduce  the  cumulative  burden  of  the 
government's  regulatory  paperwork  requirements  on  the  public. 

This  is  the  law  that  links  information  technology  and  the  information  age  to  reducing 
the  government's  off-budget  burden  on  small  businesses.    As  the  Speaker  and  the  President 
have  both  highlighted  recently,  we  live  in  the  Information  Age.   The  "third  wave"  is  upon 
us.    This  law  codifies  a  strategy  on  how  to  go  about  being  smart  in  applying  new  information 
technology  to  reduce  the  cumulative  burdens  of  government. 

THE  PRA  OF  1995  WILL  REVERSE  EROSION 

:•*.     .       •  .'  ,     :ti   .'f     .         ■    ■■  ■     ■  :•  • 

The  problem  today  is  that  the  law's  effectiveness  has  been  eroded  by  three  major 
factors,  the  Supreme  Court  case.  Dole  v.  United  Steelworkers  of  America;  agencies  who 
increasingly  ignore  the  spirit  and  letter  of  the  law;  and  six  years  of  congress  and  the 
executive  branch  not  being  able  to  agree  on  what  amendments  are  needed. 

The  amendments  to  the  PRA  which  are  in  the  Conduct  are  designed  to  reverse  this 
erosion.    The  first  factor,  the  Dole  decision,  has  confused  federal  agencies  as  well  as  the 
public  as  to  what  is  covered  by  the  Act  under  the  "Public  Protection"  section  and  other 
provisions  providing  procedural  safeguards,  such  as  public  notice  and  OIRA  approval 
requirements.    The  Court  decision  suggests  that  some  paperwork  requirements,  where 
business  and  others  do  not  provide  the  information  requested  directly  to  the  government  but 
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rather  to  a  third  party,  are  not  covered  by  the  Act.   This  interpretation  strikes  at  the  heart  of 
the  deflfiition  of  recordkeeping  requirements,  which  are  not  provided  directly  to  the 
government.    It  has  given  agencies  an  excuse  not  to  meet  their  responsibilities  under  the  law. 

The  damage  done  to  the  integrity  of  the  stamte  by  this  Court  case  cannot  be 
overestimated.    The  General  Accounting  Office,  in  a  February  1993  report,  "Paperwork 
Reduction,  Agency  Responses  to  Recent  Court  Decisions"  (GAO/PEMD-93-5),  noted,  "0MB 
does  not  object  when  an  agency  does  not  submit  information  collection  requests  for  0MB 
review  based  on  the  agency's  interpretation  of  the  case." 

Because  of  this  reading  of  the  case,  you  can  drive  truckloads  of  paperwork 
requirements  through  that  opening.    We  believe  it  is  happening  increasingly  and  needs  to  be 
stopped.    For  example,  the  Occupational  Safety  and  Health  Administration's  (OSHA) 
proposed  indoor  air  quality  rule  would  require  all  employers,  including  those  who  hire  a 
nanny  at  home,  to  maintain  an  indoor  air  quality  plan  for  the  workplace  on  the  premises, 
ostensibly  for  inspection  and  enforcement.    There  are  specifications  as  to  what  the  plan  must 
include  and  record.    But  this  requirement  is  not  considered  within  the  scope  of  the  PRA  and 
OSHA  avoids  public  and  OMB  review.    Instead,  OSHA  absurdly  estimates  that 
recordkeeping  requirements  resulting  from  the  proposed  rule  will  amount  to  five  minutes  per 
respondent.    Simply  put,  OSHA  uses  the  Court  case  to  ignore  the  law. 
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The  second  factor  is  the  growing  tendency  of  agencies  just  to  ignore  the  law,  to  fail  to 
follow  the  requirements  of  the  law.    In  brief,  "bootleg"  collections  are  contrary  to  law.    The 
government  has  an  affirmative  responsibility  to  do  its  job  before  asking  businesses  or  the 
public  to  do  theirs.    The  agencies  have  found  that  very  little  happens  if  they  do  not  meet 
their  responsibilities.    Absent  enactment  of  this  legislation,  continued  avoidance  of  the  PRA 
will  likely  increase. 

This  is  true  for  OIRA  has  well  as  the  agencies.   The  NAM  has  brought  several 
"bootlegs"  to  the  attention  of  OIRA.   We  have  some  correspondence  to  which  OIRA  has  not 
responded.    A  recent  example  involves  a  survey  of  employers  across  the  country  undertaken 
by  the  Department  of  Labor  concerning  specifically  named  minority  and  disadvantaged 
employees  employed  as  a  result  of  the  Targeted  Jobs  Tax  Credit  Program.    The  survey 
addressed  efforts  to  evaluate,  not  investigate,  the  tax  credit  program.   The  Department  did 
not  provide  the  public  an  opportunity  to  publicly  comment  on  the  survey's  approach.    Neither 
a  control  number  nor  a  statement  that  the  survey  was  not  covered  by  the  PRA  was  displayed. 
Despite  a  formal  policy  of  responding  to  allegations  of  such  "bootlegs,"  OIRA  has  not 
responded  to  our  year-old  inquiry  as  to  what  the  law  requires.    This  failure  to  respond,  much 
less  act,  occurs  too  frequently. 

The  third  factor  in  the  erosion  has  been  the  inability  of  the  executive  branch  and 
Congress  to  come  to  an  agreement  on  what  amendments  are  needed  to  the  Paperwork 
Reduction  Act.   The  authorization  language  for  appropriations  for  OIRA  expired  in  1989; 
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since  that  time,  Congress  has  considered  various  proposals.  The  effect  has  been  to  signal  to 
the  agencies  and  OIRA  that  they  do  not  need  to  pay  as  much  attention  to  the  Act's 
requirements  or  to  the  role  Congress  assigned  to  OIRA.   Our  hope  is  that  the  momentum  of 
the  Contract  and  this  Committee's  leadership  will  flnally  overcome  this  frustration. 

A  STRONG  OIRA  IS  IMPORTANT  TO  THE  SMALL  BUSINESS  COMMUNITY 

Let  me  stress  that  a  strong  OIRA,  a  strong  regulatory  traffic  cop  for  the  President,  is 
imp)ortant  to  other  sections  of  the  regulatory  reform  agenda  contained  in  H.R.  9  of  the 
Contract  as  well.   This  is  one  reason  why  the  effort  to  strengthen  OIRA  is  important  to  the 
small  business  community.  .    . 

NAM  RECOMMENDATIONS  -v. 

Let  me  conclude  with  five  recommendations  for  the  Committee's  deliberations. 

•         The  Committee  should  address  whether  a  citizen  should  have  standing  to  sue  in  court 
for  a  determination  of  whether  an  information  collection  request  is  subject  to  the  law 
when  agencies  and  OIRA  fail  to  respond  to  a  properly  presented  inquiry.   The 
proposed  amendments  in  H.R.  9  would  require  OIRA  to  respotid  in  writing  to  such 
inquiries  within  a  reasonable  period  of  time.    But  given  the  experience  to  date,  there 
is  a  need  to  permit  judicial  review  of  whether  this  procedural  requirement  will  be 
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''         ignored.    What  is  a  citizen  to  do  if  OIRA  and  the  agencies  decide  to  ignore  their 
inquiry? 

•  The  bill  should  be  amended  to  explicitly  require  that  all  recordkeeping  requirements 
contain  a  specific  record  retention  requirement.    Recordkeeping  requirements  should 
not  be  approved  unless  they  display  how  long  businesses  must  keep  them.    This 
simple  requirement  will  save  the  entire  private  sector  time  and  eliminate  billions  of 
dollars  of  waste. 

•  The  small  business  advocate  should  be  statutorily  mandated  to  address  and  help 
enforce  the  PRA's  impact  on  small  businesses. 

•  This  Committee  should  provide  vigorous  oversight  of  agency  implementation  of  the 
PRA  and  its  impact  on  small  businesses.    The  cumulative  burden  of  regulatory 
paperwork  is  a  major  barrier  to  innovation,  job  creation,  and  productivity  of  small 
businesses.    This  oversight  mission  could  become  a  critical  part  of  the  Committee's 
activities. 

•  The  bill's  present  goal  to  reduce  all  government  paperwork  burdens  by  five  percent 
should  be  raised  to  ten  percent.    We  as  a  nation  should  aspire  to  this  greater  reduction 
to  the  existing  excess  of  burdens.    The  Committee  should  consider  whether  to  make 
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this  goal  mandatory,  instead  of  non-binding,  in  order  to  encourage  agencies  to 
correspondingly  reduce  paperwork  when  they  add  new  burdens. 

Madame  Chair,  members  of  the  Committee,  the  NAM  is  pledged  to  work  relentlessly 
with  this  Comminee  to  reduce  the  regulatory  paperwork  burden  on  all  businesses.  We  look 
forward  to  it.  Thank  you. 
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Before:  House  Committee  on  Small  Business 

The  Honorable  Jan  Meyers,  Chair 

Subject:         Paperwork  Reduction  Act 

Date:  January  27, 1995 

INTRODUCTION 

Good  morning  Madam  Chair  and  members  of  the  committee.  My  name  is  Guy  W. 
Courtney  and  I  am  the  President  and  Chief  Executive  Officer  of  The  Machaira  Group, 
Inc.,  a  securities  brokerage  firm  located  in  Palatine,  Illinois,  a  northwest  suburb  of 
Chicago.  The  Machaira  Group  is  a  small  business  that  was  organized  in  late  1989  and 
commenced  operations  in  1992.  I  have  been  a  small  businessman  my  entire  adult  life 
and  as  such  received  an  appointment  from  Congressman  Philip  Crane  to  serve  as  a 
delegate  to  the  1995  White  House  Conference  on  Small  Business  where  I  now  serve  on 
both  the  Capital  Formation  and  Paperwork  and  Regulatory  committees.  An  appointment  I 
admit  to  accepting  reluctantly,  apathetically  thinking  that  nothing  could  be  done  to  help 
eliminate  the  problems  small  business  faces  every  day.  This  is  the  fust  time  in  my  20 
year  business  career  that  I  have  proactively  engaged  in  an  attempt  to  help  our  country  by 
helping  small  business.  So  what  you  have  before  you  today,  in  my  testimony,  is  not  a 
"professional"  witness  representing  some  faceless  association  or  federation,  but  rather 
you  have  a  small  businessman,  who  has  been  married  for  17  years  to  a  wonderful, 
unsalaried  partner,  and  has  been  blessed  with  four  incredible  children,  who  is  fighting  to 
enjoy  the  American  dream  by  running  a  small  business.  Today  I  have  hope  because  of 
what  I  see  as  a  legitimate  effort  to  improve  the  "system".  Today,  from  my  heart,  I 
deliver  a  personal  thank  you  to  Representative  Meyers  and  every  other  committee  and 
stafT  member  for  forging  ahead  with  valid  efforts  to  stand  with  and  shore  up  the  needs  of 
small  business.  Thank  you  for  the  invitation  to  be  with  you  today. 


58 


The  Machaira  Group  was  formed  in  an  effort  to  revolutionize  the  securities  brokerage 
industry  by  developing  and  offering  stock  brokerage  accounts  that  eliminate  the  primary 
conflicts  of  interest  pervading  the  securities  business  today.  That  conflict  exists  in  an 
inherently  unfair  system  of  compensation  that  rewards  stockbrokers  regardless  of  their 
performance  oo  behalf  of  customers.  Perhaps  you  have  experienced  first  hand  the 
inequitable  arrangement  of  paying  a  commission  to  a  broker  regardless  of  your 
investment  success.  An  unjust  system  to  be  sure.  The  Machaira  Group  is  the  only 
brokerage  firm  in  the  country  that  offers  an  account  for  investors,  where  the  client  only 
pays  a  commission  if  the  recommended  investment  produces  a  profit.  It  is  simple.  We 
don't  get  paid  unless  our  clients  make  money! 

Certainly  you  understand  the  fairness  and  integrity  of  such  an  account,  especially  in  light 
of  the  many  recent  and  scheduled  Congressional  hearings  on  "rogue  brokers",  the  OTC 
trading  system  or  more  stringent  investment  advisor  regulation.  Hopefully,  you  agree 
that  The  Machaira  Group's  business  method  of  putting  our  money  where  our  mouth  is, 
presents  a  very  sound  business  opportunity.  Thankfully,  our  organization  has  beaten  the 
odds  of  most  small  businesses  who  fail  in  the  first  twelve  months  of  operations.  And  I 
am  thankful  that  we  are  profitably  entering  our  third  year  of  operation.  During  our  start- 
up however,  we  were  exposed  to  a  mountain  of  paperwork  that  was  numbing.  Dealing 
with  these  paperwork  issues  consumed  incredible  amounts  of  time  and  almost  30%  of  our 
initial  capital.  In  our  case  that  amounted  to  $150,000. 
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This  testimony  however,  is  not  about  my  firm  alone,  but  instead  is  about  small  businesses 
like  the  ones  we  represent  professionally:  Doctors  in  practice  for  themselves,  steel 
brokers  and  fabricators,  manufacturers  reps  and  pharmacists,  veterinarians  and  building 
contractors.  As  I  have  the  opportunity  to  speak  with  other  small  business  owners  across 
the  nation,  it  is  easy  to  identify  a  common  thread  of  discontent.  The  discontent  of  having 
to  accomplish  for  the  Government,  what  the  Government  should  either  eliminate  or  do 
themselves. 

General 

In  preparation  for  my  appearance  today,  I  reviewed  legislation  proposed  from  past 
sessions  of  Congress  in  addition  to  the  testimony  of  quite  a  few  experts  and  industry 
trade  groups  from  past  hearings  on  Regulation  and  Paperwork  reduction  issues.  The 
panelists  today,  as  well  as  past  witnesses,  accurately  point  out  the  immense  importance  of 
small  business  to  this  country.  After  all,  small  business  represents  98%  of  all  businesses 
and  employs  52%  of  all  workers.'  Of  that  population,  63%  have  less  than  5  employees.* 
Yet,  in  many  cases,  the  government  imposes  upon  small  business  the  very  same 
paperwork  and  reporting  requirements  that  they  impose  on  the  largest  corporations.  The 
problem,  of  course,  is  that  small  business  does  not  have  at  their  disposal  an  army  of 
attorneys,  accountants  and  other  professionals  dedicated  to  response  and  compliance. 
Clearly,  relief  is  necessary. 


'  U.S.  Dqpaitnunt  of  Labor 
*BIS  Strategic  Decisions.  1993. 
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Job  Creation  flnd_Wage  Enhancement  Act 


The  invitatioQ  to  appear  here  today  contained  a  specific  request  for  comment  and  analysis 
on  the  paperwork  reduction  provisions  contained  in  House  Bill  9  (H.R.  9).  As  currently 
drafted,  Title  V  of  H.R.  9,  the  Job  Creation  and  Wage  Enhancement  Act,  seeks  to 
strengthen  the  Paperwork  Reduction  Act  by  calling  for  the  government  to  "set  a  goal"' 
of  reducing  the  paperwork  burden  by  five  percent  (5%)  annually  before  the  end  of 
September,  1995.  I  propose  that  language  should  be  inserted  that  makes  the 
reduction  of  paperwork  a  requirement  instead  of  a  goal.  Replace  the  word  "goal" 
with  the  word  "requirement".  Additionally,  adoption  of  language  defining  precisely 
what  the  5%  means  is  necessary  for  agencies  to  understand  the  parameters  for  a 
successful  reduction.  For  instance,  is  the  5%  a  reduction  in  pages  distributed  or  a 
reduction  in  information  requested?  I  suggest  that  it  should  be  both. 

If  the  Congress  is  serious  about  reducing  the  volume  of  paperwork  demands,  then 
Congress  will  broaden  the  5%  language  to  include  a  scale,  with  5%  as  the  absolute 
minimum  achievement,  and  offer  incentives  to  those  agencies  that  succeed  in  higher 
reduction.  Let's  face  it,  a  "goal"  or  a  "requirement"  without  an  opportunity  for 
recognition,  reward  or  punishment,  is  a  waste  of  time.  The  Office  of  Information  and 
Regulatory  Authority  (OIRA)  must  be  given  the  power  of  enforcement. 


*SccUon  5202,  Line  19. 
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Section  S202  also  coatains  language,  in  paragraph  3,  lines  15  and  16,  that  a  government- 
wide  goal  "...that  represents  the  maximum  practicable  opportunity  to  reduce  the 
paperwork  burden  imposed  upon  the  public  by  such  agency's  collections  of  information, 
after  considering  the  recommendations  of  the  senior  agency  official...."  There  is  no 
question  that  a  senior  agency  official's  recommendations  are  noteworthy,  however, 
language  should  be  added  that  encourages  recommendations  from  government  employees 
at  all  levels  and  requires  the  senior  agency  ofHcial  to  request  comment  from  agency  staff 
responsible  for  processing  the  information  requested.  It  is  far  more  likely  that  the 
government  employee,  in  his/her  responsibility  of  receiving  paperwork,  distributing 
paperwork,  designing  paperwork,  or  handling  paperwork,  will  be  better  able  to  identify 
ways  of  reducing  the  paperwork. 

A  thoughtful  attempt  at  meeting  a  set  reduction  requirement  will  create  an  interesting  by- 
product. The  only  natural  result  of  a  significant  reduction  in  government  paperwork 
demands  will  be  a  population  of  government  employees  with  nothing  to  do.  The  creative 
among  you  will  instantly  see  possibilities.  I  suggest  that  a  re-positioning  of  government 
staff  is  easily  solved  by  allocating  these  human  resources  to  the  many  "volunteer^  effoits 
that  the  President  outlined  in  his  State  of  the  Union  message  on  24  January  1995. 
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Public  Pirtidp>tion  and  Public  Commcat  Periods 

The  Job  Cre&tion  and  Wage  Enhancement  Act  rightly  includes  a  period  of  time  for  public 
comment^  Said  language  should  be  retained  but  expanded.  It  will  be  far  more  effective 
to  include  small  business  in  the  process  of  identifying  potential  for  paperwork 
reduction/information  collection  and  for  suggesting  methods  of  elimination.  This  can  be 
accomplished  by  requiring  each  senior  agency  official  to  solicit  members  of  the  small 
business  community  for  participation  prior  to  expending  inordinate  amounts  of  time  and 
money.  Applying  a  method  of  participation  will  help  avoid  the  problem  of  presenting  a 
paperwork  reduction  idea  for  public  comment,  only  to  learn  that  the  public  has  very  valid 
evidence  not  complimentary  to  the  agency's  own.  Get  small  business  involved  in  the 
beginning,  not  the  end.  This  might  best  be  developed  via  expansion  of  Subtitle  D  • 
Bihancing  Agency  Responsibility  for  Sharing  and  Disseminating  Public  Information  to 
include  language  requiring  reception  of  small  business  comments  during  the  formative 
stage  of  information  collection  requests.  Without  two  way  communication  you  will  have 
but  another  example  of  government  coming  at  us  as  opposed  to  working  with  us. 

In  conjunction  with  the  above,  the  method  for  solicitation  of  public  comment  must  be 
reviewed  for  the  purpose  of  devising  the  most  effective  means  of  discovering  the 
population  most  likely  effected  by  a  change  in  paperwork  requirement,  Said  population 
must  then  be  notified  of  the  change  and  presented  with  an  easy  response  opportunity. 
This  will  allow  an  agency  maximimi  public  input  for  validation  or  repudiation  of  a 
suggested  change. 


^  Section  S302.  Line  18. 
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Cost  Benefit  Analysis 

CostTjcnefit  analysis  of  regulatory  requirements  arc  currently  required  by  a  number  of 
statutes  imposing  regulatory  burdens  on  the  public.  Said  analysis  is  encouraged  by 
executive  order  of  several  Presidents.  This  approach  has  not  usually  been  applied  to 
paperwork  requirements.  At  the  heart  of  a  cost/benefit  analysis  is  the  assumption  that 
both  cost  and  benefit  are  measurably  quantifiable.  In  many  cases  of  papenvork  overload, 
small  business  not  only  suffers  from  the  hard  cost,  but  the  soft  cost  of  compliance  as 
well.  The  soft  or  indirect  cost  is  often  overlooked.  To  the  extent  both  costs  are 
measurable  then  I  endorse  the  requirement  for  a  cost/benefit  analysis  prior  to  imposition 
of  information  collection  requests.  Indirect  effects  must  be  considered  when  an  analysis 
is  done  for  the  purpose  of  determining  if  a  net  benefit  will  exist  for  the  public  or  small 
business  after  a  proposed  collection  request  is  implemented. 

Small  business  will  be  served  by  the  Congress  requiring  a  paperwork/information 
collection  analysis  prior  to  the  implementation  of  new  or  renewed  information  collection 
requests.  Said  analysis  should  include:  1)  the  reason  for  the  information  collection;  2)  a 
statement  of  objectives  for  the  collection,  supported  by  a  reasonable  basis  for  the 
collection;  3)  a  detailed  description  of  how  small  business  will  be  affected  by  the 
reporting  requirements;  4)  a  statement  indicating  if  other  agencies  are  in  possession  of 
the  information  requested  and  why  said  information  is  requested  separately;  S)  a 
demonstration  that  the  information  collection  request  results  in  a  net  benefit  to  the  public 
and  small  business. 
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Copciurion 

The  number  of  small  businesses  in  the  United  States  has  increased  49%  since  1982. 
Small  businesses  employ  over  50%  of  American  workers  and  created  65%  of  the 
economy's  new  jobs  in  1993.^  Nearly  every  new  law  enacted  by  Congress  increases 
paperwork  requirements.  Small  business  is  struggling  under  ever  increasing  demands  for 
new  and  more  detailed  paperwork  from  the  federal  government.  Survey's  indicate  that  & 
consistent  problem  for  small  business  is  the  paperwork  imposition  of  the  government. 

In  order  to  be  sensitive  and  responsive  to  small  business,  Congress  should  utilize 
language  in  the  Job  Creation  and  Wage  Enhancement  Act,  that  makes  it  a  requirement, 
not  a  goal,  for  government-wide  paperwork  reduction.  Congress  should  also  include 
small  business  owners  in  the  process  of  determining  where  paperwork  reduction  ought  to 
occur.  Prior  to  the  implementation  of  new  information  collection  requests,  a  thorough 
cost/benefit  analysis  should  be  completed,  with  small  business  input  considered,  to 
determine  if  the  proposed  paperwork  creates  a  net  benefit  to  small  business.  Small 
business  viability  should  be  determined  by  market  forces  not  federal  requirements. 

Thank  you  and  God  bless  you. 


^U.S.  Small  Business  Adminislration,  Oflice  of  Advocacy 
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STATEMENT  OF  SALLY  KATZEN 

ADMINISTRATOR 

OFFICE  OF  INFORMATION  AND  REGULATORY  AFFAIRS 

OFFICE  OF  MANAGEMENT  AND  BUDGET 

BEFORE  THE 

COMMITTEE  ON  SMALL  BUSINESS 

January  27,  1995 

Good  morning  Madam  Chairwoman  and  Members  of  this  Committee. 
I  am  Sally  Katzen,  Administrator  of  the  Office  of  Information  and 
Regulatory  Affairs  (OIRA)  within  the  Office  of  Management  and 
Budget  (0MB) .   It  is  a  pleasure  to  be  here  to  discuss  the  current 
legislative  efforts  to  improve  the  Paperwork  Reduction  Act  of 
1980.^  Before  discussing  the  specific  legislative  proposals,  I 
would  like  to  step  back  a  little  and  put  these  current  efforts 
into  perspective. 

The  Paperwork  Reduction  Act  and  Small  Business 

It  is  altogether  appropriate  that  this  hearing  is  being 
conducted  by  the  Committee  on  Small  Business,  for  while  the 
Paperwork  Reduction  Act  benefits  all,  it  is  particularly 
important  for  small  business.   The  authors  of  the  Paperwork 
Reduction  Act  in  1980  and  those  who  amended  it  in  1986  recognized 
that  information  is  valuable  --  indeed  essential  to  decision- 
making in  both  the  private  and  public  sectors  --  but  that  it  is 


^  The  existing  legislative  proposals  will  also  authorize 
appropriations  for  OIRA  for  FY  1994  to  FY  1998  (H.R.  9,  Title  V), 
and  for  FY  1996  to  FY  2000  (S.  244).   As  passed  in  1980,  the 
Paperwork  Reduction  Act  authorized  appropriations  for  OIRA  for  FY 
1981-83.   The  1986  amendments  to  the  Paperwork  Reduction  Act 
authorized  appropriations  for  OIRA  for  FY  1987-89.   As  OIRA  is  a 
part  of  0MB,  OIRA  receives  funding  each  year  from  the  OMB 
appropriation . 
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not  a  free  resource.   Its  collection,  organization,  and  use  by 
some  necessarily  imposes  costs  and  burdens  on  others. 

In  many  cases,  the  primary  user  of  information  is  the 
Federal  government;  its  agencies  need  enormous  amounts  of 
information  to  carry  out  their  missions,  e.g.,  for  economic 
forecasting,  program  assessment,  regulatory  enforcement,  and  tax 
collection.   It  is  the  public,  including  the  nation's  19  million 
small  businesses,  that  often  must  provide  this  information.   The 
Paperwork  Reduction  Act  is  the  only  statute  specifically  designed 
to  ensure  that  the  needs  of  Federal  information  collectors  and 
users  are  balanced  against  the  burdens  placed  on  information 
providers . 

The  authors  of  the  Paperwork  Reduction  Act  specifically 
acknowledged  the  needs  of  small  businesses  when  they  articulated 
the  first  underlying  purpose  of  the  Act:  "to  minimize  the  Federal 
paperwork  burden  for  individuals,  small  businesses.  State  and 
local  governments,  and  other  persons"  [emphasis  added]  .^  They 
were  correct  to  do  so. 

A  study  conducted  by  Price  Waterhouse  concluded  that  the 
"costs  involved  in  completing  government  forms  --  and  perhaps 
more  importantly,  the  time  invested  by  senior  management  --  are 
disproportionately  heavy  for  smaller  companies."-'  Many  small 
businesses  actually  spend  the  same  amount  of  time  complying  with 
paperwork  requirements  as  do  their  larger  counterparts .   Given 
the  fact  that  small  businesses,  by  definition,  have  fewer  --  and 
often  dramatically  fewer  --  employees  than  large  businesses,  and 
that  they  often  lack  the  sophisticated  administrative  systems 
large  organizations  can  afford,  the  disproportionate  impact  is 


^   44  U.S.C.  3501(1) . 

^   Price  Waterhouse  1987  "Survey  of  Government  Paperwork 
Burden  on  Smaller  Businesses,"  Executive  Summary. 


clear.   Even  with  the  protections  of  the  Paperwork  Reduction  Act 
in  place,  these  disproportionate  burdens  remain  significant  for 
small  businesses  and  pose  a  serious  threat  to  the  vitality  of  our 
competitive  economic  system. 

The  Paperwork  Reduction  Act  of  1980 

Enactment  of  the  Paperwork  Reduction  Act  of  1980  was  an 
outgrowth  of  an  effort  to  modernize  the  Federal  Reports  Act  of 
1942,  a  law  intended  to  help  allay  public  concerns  related  to  the 
growth  of  paperwork  and  reporting  requirements  resulting  from  our 
wartime  mobilization  efforts.   The  opening  lines  of  the  Federal 
Reports  Act  of  1942  capture  the  core  of  the  Paperwork  Reduction 
Act's  concern  for  reducing  information  collection  burdens  and 
improving  the  management  of  Federal  information  resources: 

It  is  hereby  declared  to  be  the  policy  of  the  Congress 
that  information  which  may  be  needed  by  the  various  Federal 
agencies  should  be  obtained  with  a  minimum  burden  upon 
business  enterprises  (especially  small  business  enterprises) 
and  other  persons  required  to  furnish  such  information,  and 
at  a  minimum  cost  to  the  Government,  that  all  unnecessary 
duplication  of  efforts  in  obtaining  such  information  through 
the  use  of  reports,  questionnaires,  and  other  such  methods 
should  be  eliminated  as  rapidly  as  practicable;  and  that 
information  collected  and  tabulated  by  any  Federal  agency 
should  insofar  as  is  expedient  be  tabulated  in  a  manner  to 
maximize  the  usefulness  of  the  information  to  other  Federal 
agencies  and  the  public.'* 

During  the  mid-1970' s,  growing  public  complaints  about 
government  "red  tape"  led  Congress  to  create  the  Commission  on 
Federal  Paperwork.   The  Commission  reported  in  1977  that  the 
annual  cost  of  Federal  paperwork  was  $100  billion,  and  it 
concluded  that  a  new,  broader  information  management  framework 
was  needed  to  control  the  growing  Federal  information  appetite 


*      Public  Law  831  (December  24,  1942);  56  Stat.  1078, 
section  2. 
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and  help  agencies  more  efficiently  and  effectively  perform  their 
legitimate  information  functions. 

It  is  time  to  view  the  problems  of  paperwork  and  red  tape, 
not  as  documents  to  be  managed,  but  rather  as  information 
content  to  be  treated  as  a  valuable  resource .   By  applying 
the  principles  of  management  to  this  valuable  national 
resource  we  not  only  get  at  the  root  cause  of  paperwork  and 
red  tape,  but  cause  a  rippling  effect  in  the  application 
throughout  Government:   the  design  of  programs  is  improved; 
government  becomes  more  sensitive  to  the  burdens  it  imposes 
on  the  public,  becomes  more  understandable,  and  develops 
clearer  goals  and  objectives.   In  the  end,  government 
improves  the  delivery  of  services  to  people  as  well  as 
fulfills  its  other  functions  of  regulation,  defense, 
enforcement  and  revenue  collection  more  effectively. 

Information  resource  management  . . .  can  . . .  make  a 
significant  impact  in  reducing  the  economic  burdens  of 
paperwork  on  the  public  by  reducing  duplication,  clearly 
justifying  information  needs,  improving  reporting  forms  and 
collection  processes,  and  effectively  and  efficiently 
utilizing  information  handling  techniques  and 
technologies . ^ 

In  Congress,  the  consensus  view  was  to  strengthen  the 
leadership  in  agencies,  as  well  as  0MB  oversight,  to  reduce 
public  paperwork  burdens  and  improve  the  management  of 
information  resources  in  Federal  agencies.   The  result  was  the 
Paperwork  Reduction  Act  of  1980.'    It  passed  Congress  with 
broad  bipartisan  support  and  was  enthusiastically  signed  into  law 
in  December  1980  by  the  outgoing  President,  Jimmy  Carter,  and 
just  as  enthusiastically  endorsed  by  the  new  President,  Ronald 
Reagan . 

The  Paperwork  Reduction  Act  strengthened  the  paperwork 
clearance  process  established  under  the  Federal  Reports  Act  by 


^   "Information  Resources  Management:  A  Report  of  the 
Commission  on  Federal  Paperwork,"  September  9,  1977,  p.  16. 

'   P.L.  96-511. 
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(1)  clarifying  that  the  Act  covered  recordkeeping  requirements 
and  information  collection  activities  associated  with 
regulations;  (2)  consolidating  Federal  paperwork  review  authority 
in  0MB;  (3)  requiring  agencies  to  eliminate  duplication,  minimize 
burdens,  and  develop  plans  for  using  the  information  before 
requesting  0MB  approval  of  proposed  information  collection 
activities;  and  (4)  creating  a  "public  protection  provision" 
stating  that  no  penalty  may  be  imposed  on  a  person  who  fails  to 
respond  to  an  unapproved  paperwork  requirement.   The  other  major 
initiative  of  the  Paperwork  Reduction  Act  was  to  integrate  this 
revitalized  paperwork  control  process  within  a  broader 
information  resources  management  (IRM)  context,  linking 
fulfillment  of  all  of  the  Act's  purposes  under  a  consolidated 
management  "umbrella." 

Thus,  the  Paperwork  Reduction  Act  created  a  single 
management  framework  within  Federal  agencies  to  govern  their 
information  activities,  and  it  consolidated  governmentwide  policy 
and  oversight  functions  for  these  activities  in  a  new  0MB  Office 
of  Information  and  Regulatory  Affairs.   These  IRM  functions 
included  the  review  and  approval  of  agency  information  collection 
requests.  Federal  statistical  activities,  records  management 
activities,  privacy  of  records,  interagency  sharing  of 
information,  and  acquisition  and  use  of  automatic  data 
processing,  telecommunications,  and  other  technology  for  managing 
information  resources.   In  its  scope,  the  Act  represented  an 
historic  effort  to  focus  the  attention  of  Federal  agencies  on  the 
twin  tasks  of  reducing  public  information  collection  burdens  and 
maximizing  the  utility  of  government  information  to  perform 
government  functions  more  efficiently  and  effectively. 

The  19  86  Amendments  to  the  Paperwork  Reduction  Act 

Building  on  six  years  of  experience,  Congress  acted  to 
further  strengthen  the  Paperwork  Reduction  Act  in  1986.   The  1986 
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amendments,  adopted  with  large  bipartisan  support,  established  an 
annual  five  percent  paperwork  burden  reduction  goal,  required 
agencies  to  provide  the  public  with  more  information  about 
paperwork  proposals,  and  revised  the  definition  of  "information 
collection  request"  to  include  paperwork  contained  in 
regulations.   With  regard  to  information  resources  management, 
the  1986  amendments  established  new  requirements  and  deadlines 
for  IRM  plans  and  policies;  required  the  appointment  of  a 
professional  statistician  to  carry  out  a  broadened  array  of  0MB' s 
statistical  policy  oversight  functions;  revised  the  scope  of  the 
Act's  information  technology  provisions;  and  strengthened  0MB 
responsibilities  for  information  security  and  dissemination. 

Third  Party  Disclosure 

In  1990,  in  a  case  titled  Dole  v.  Steelworkers  of  America.^ 
the  Supreme  Court  interpreted  the  language  of  the  Paperwork 
Reduction  Act  and  ruled  that  0MB  lacked  authority  to  disapprove 
third  party  information  disclosure  requirements.   The  Court  based 
its  decision  on  its  view  that  the  specific  statutory  language  in 
the  Act  required  that  the  Federal  agency  receive  or  use  that 
information,  despite  legislative  history  suggesting  that  the 
sponsors  intended  to  include  third  party  disclosure  within  the 
scope  of  the  Act . 

Third  party  disclosures  have  been  interpreted  by  various 
agencies  to  include  Federal  requirements  for  labeling,  self- 
certification,  recordkeeping,  conveying  information  between  third 
parties;  and  conveying  information  directly  to  State  or  local 
governments.   In  each  instance,  the  information  is  not  required 
to  be  given  to  the  Federal  government . 


'  494  U.S.  26  (1990);  see  Action  Alliance  v.  Sullivan.  930 
F.2d  77  (D.C.  Cir.  1991)  . 
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Third  party  disclosure  requirements  are  being  used  in  part 
because  agencies,  with  their  limited  resources  to  collect  and 
analyze  information,  have  discovered  that  their  program 
objectives  may  be  met  by  requiring  private  parties  to  provide 
information  directly  to  the  intended  beneficiary.   Third  party 
disclosure  also  serves  to  supplement  enforcement  efforts  since 
self-certification  and  recordkeeping  that  is  made  available  to 
the  public  can  replace  extensive  information  collections  that  the 
agencies  themselves  would  have  to  prescribe . 

A  few  years  ago,  GAO  was  asked  to  review  the  impact  of  the 
Dole  decision.   In  summary,  GAO  found: 

[T] here  is  a  great  deal  of  variation  in  the  number  and 
type  of  ICRs  [information  collection  requests]  no  longer 
being  sent  to  0MB  for  approval.   To  date,  77  submissions  or 
portions  of  submissions  have  not  been  forwarded  to  0MB  for 
renewal  based  on  the  Steelworkers  decision:  63  of  351  total 
submissions  at  DOL  (including  48  of  49  in  OSHA) ,  12  of  720 
at  HHS,  and  2  of  23  5  at  EPA.   This  accounts  for  a  change  of 
approximately  89  million  burden  hours.' 

In  the  wake  of  the  GAO  report,  various  bills  were  introduced  to 
make  explicit  what  the  proponents  thought  was  the  original 
congressional  intent  --  namely,  to  bring  third  party  disclosures 
under  the  Paperwork  Reduction  Act  review  process. 

Iii^>lementation  o£  the  Paperwork  Reduction  Act 

The  Paperwork  Reduction  Act  has  provided  a  way  to  measure 
trends  in  paperwork  burden  and  to  monitor  progress  across 
agencies.   In  the  first  years  after  the  passage  of  the  Act, 
agencies  made  considerable  progress  in  reducing  paperwork  burdens 
(e.g.,  12.8%  in  1982  and  10%  in  1983).   After  these  early 


'      "Paperwork  Reduction:  Agency  Responses  to  Recent  Court 
Decisions,"  GAO/PEMD-93-5  (February  1993),  p.  7. 
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efforts,  however,  the  paperwork  problem  proved  to  be  more 
intractable.   The  governmentwide  burden  estimate  increased  each 
year,  despite  specific  reductions  by  various  agencies  each  year. 
Some  of  the  increases  came  from  new  statutory  requirements . 
Other  increases  came  from  agency  reevaluation  of  existing 
estimates.   The  biggest  increase  in  the  late  1980 's  and  early 
1990 's  came  from  a  recalculation  of  burden  hours  by  the 
Department  of  the  Treasury  (primarily  IRS) ,  not  because  of  new 
burdens  imposed  on  the  public.   Indeed,  from  1988  to  1993,  the 
non-Treasury  burden  hours  remained  relatively  flat. 

As  part  of  this  Administration's  commitment  to  improving  the 
regulatory  system,  and  recognizing  particularly  for  small 
businesses  that  paperwork  burdens  are  the  most  obvious 
manifestation  of  government  regulations,  we  have  stepped  up  our 
efforts  to  evaluate  agency  need  for  information  collected  from 
the  public.   In  November  1994,  we  updated  the  form  and 
instructions  that  agencies  use  to  submit  an  information 
collection  for  our  review  and  approval.   We  specifically  added  to 
the  instructions  a  requirement  that,  for  revisions  or  extensions 
of  existing  information  collections,  the  agency  "indicate  the 
actual  use  the  agency  has  made  of  the  information  received  from 
the  current  collection."   This  enables  us  to  ensure  that  agencies 
have  used  the  information  they  have  previously  collected;  if  not, 
we  are  prepared  to  disapprove  its  continued  collection. 

The  Current  Legislative  Posture 

At  the  beginning  of  the  103rd  Congress,  two  bills  were 
introduced  in  the  Senate  --  S.  560  by  Senator  Nunn,  and  S.  681  by 
Senator  Glenn.   Members  of  this  Committee,  on  a  bipartisan  basis, 
introduced  the  counterpart  to  S.  560  as  H.R.  2995.   That  bill  is 
now  found  in  H.R.  9,  Title  V.   While  the  House  of  Representatives 
did  not  act  on  H.R.  2995  in  the  103rd  Congress,  the  Senate  did 
mark-up  and  then  pass  S.  560. 
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The  process  during  the  103rd  Congress  built  a  bipartisan 
consensus  that  can  lead  to  a  significant  improvement  in  the 
Paperwork  Reduction  Act.   S.  560  as  introduced  (the  same  as  H.R. 
9,  Title  V)  contained  a  number  of  provisions  designed  to 
strengthen  the  paperwork  clearance  process.   These  included 
redrafting  definitions  explicitly  to  include  third  party- 
disclosure;  the  continuation  of  the  five  percent  paperwork  burden 
reduction  goals;  and  a  more  explicit  statement  of  agency 
paperwork  clearance  responsibilities,  including  a  specific 
responsibility  to  consider,  for  small  business,  establishment  of 
differing  compliance  or  reporting  requirements  that  take  into 
account  the  resources  available  to  respondents.   S.  681  focused 
more  on  the  need  for  agencies  to  strengthen  information  resources 
management.   It  established  policy  standards  for  information 
dissemination;  strengthened  0MB  statistical  policy  oversight;  and 
included  a  number  of  changes  designed  to  ensure  better 
integration  of  information  policy  management  in  the  electronic 
age. 

Staff  of  the  Senate  sponsors  of  both  bills,  working  together 
collaboratively  with  0MB,  GAG,  and  other  interested  groups, 
sought  to  identify  the  best  features  in  each  of  the  bills,  and  to 
build  upon  them.   Their  goal  was  to  create,  synergistically,  a 
recodification  of  the  Paperwork  Reduction  Act  that  is  more 
effective  and  stronger  than  either  bill  individually.   The 
Administration  actively  supported  this  effort,  and  eventually 
announced  its  support  for  Senate  passage  of  this  product,  which 
retained  the  number  S.  560. 

S.  560,  as  passed  unanimously  by  the  Senate  last  October, 
embodied  not  only  the  principal  improvements  found  in  both 
S.  560,  as  introduced,  and  in  S.  681,  but  also  a  number  of  other 
improvements . 
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As  to  the  paperwork  clearance  process,  S.  560,  as  passed  by 
the  Senate  in  the  last  Congress,  directs  agencies  to  establish  a 
more  thorough  and  open  agency  paperwork  clearance  process  to 
improve  the  quality  of  paperwork  review  and  increase  public 
confidence  in  government  decision-making.   The  senior  agency 
official  responsible  for  information  resources  management, 
independently  of  the  program  office  initiating  or  sponsoring  the 
information  collection  activity,  is  required  to  evaluate  the  need 
for  the  information,  the  burden  estimate,  the  agency's  plans  for 
management  and  use  of  the  information  to  be  collected,  and 
whether  the  proposed  collection  meets  the  other  requirements  of 
the  Paperwork  Reduction  Act. 

S.  560,  as  passed  by  the  Senate,  also  directs  agencies  to 
consult  with  the  public  on  their  proposed  collections  and  to 
certify  to  0MB  that  the  clearance  steps  have  been  taken.   These 
steps  include  assuring  that  there  is  a  real  need  for  the 
information,  that  the  collection  was  not  unnecessarily 
duplicative  of  information  otherwise  reasonably  accessible  to  the 
agency,  and  that  the  burden  to  be  imposed  has  been  minimized.   S. 
560,  as  passed,  also  clarified  that  "burden"  includes  the 
respondent's  resources  expended  in  acquiring,  installing,  and 
utilizing  technology  and  systems,  and  directs  0MB  to  issue 
guidelines  by  which  agencies  are  to  estimate  burden. 

Similarly,  S.  560,  as  passed  by  the  Senate,  strengthens 
Federal  agency  responsibilities  in  the  area  of  information 
resources  management  (IRM).   It  spells  out  the  Act's  functional 
IRM  areas  (paperwork  control,  dissemination,  etc.)  as  agency 
operational  responsibilities  to  match  0MB' s  policy  and  oversight 
responsibilities.   Accountability  for  carrying  out  these 
responsibilities  is  more  clearly  spelled  out.   Under  the 
leadership  and  direct  responsibility  of  each  agency  head,  the 
legislation  assigns  program  officials  the  responsibility  and 
jccountability  for  information  resources  assigned  to  and 


75 


supporting  their  programs,  and  assigns  IRM  oversight  within  the 
agency  to  the  senior  official  responsible  for  information 
resources  management . 

This  year,  the  bipartisan  progress  that  was  attained  in  the 
103rd  Congress  is  continuing.   Senators  Nunn,  Roth,  Glenn,  Bond, 
and  Bumpers,  among  others,  introduced  S.  244.   With  a  few 
changes,  modified  in  part  to  reflect  agency  concerns,  S.  244  is 
identical  to  S.  560,  as  it  passed  the  Senate  last  October. 

Recommended  Action 

I  urge  you,  in  considering  H.R.  9,  Title  V  (a  bill  identical 
to  S.  560,  as  introduced)  to  direct  your  focus  to  S.  244.   S.  244 
has  the  full  support  of  this  Administration.   S.  244  contains  the 
significant  features  embodied  in  H.R.  9,  Title  V,  but  reflects 
improvements  resulting  from  two  years  of  active,  collaborative, 
bipartisan  effort. 

This  is  not  to  say  that  further  refinements  and  improvements 
are  not  possible;  of  course,  they  are.   Information  needs  of 
agencies,  the  burden  imposed  on  respondents,  information 
technology,  and  the  dynamic  of  information  resources  management 
are  constantly  changing. 

I  look  forward  to  working  with  you  cooperatively  to  help 
enact  into  law  meaningful  and  helpful  improvements  to  the 
Paperwork  Reduction  Act.   I  welcome  the  opportunity  to  answer  any 
questions  you  may  have. 
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STATEMENT 

on 

PAPERWORK  REDUCTION 

before  the 

HOUSE  COMMITTEE  ON  SMALL  BUSINESS 

for  the 

U.S.  CHAMBER  OF  COMMERCE 

by 

William  M.  Koeblitz 

January  27,  1995 

Mr.  Chairman  and  members  of  the  Committee,  I  am  William  M.  Koeblitz,  President  and 
CEO  of  MED  Center,  Inc.,  in  Cleveland,  Ohio.  My  company  of  about  200  employees 
specializes  in  managing  a  consortium  of  family  and  occupational  health  care  providers  who 
serve  both  employers  and  government  agencies.  Under  my  direction,  MED  Center  has 
developed  a  comprehensive  health  care  management  system  which  views  the  employee, 
employer,  and  medical  provider  as  a  team  whose  goal  is  to  improve  the  health  and  wellness 
of  the  workforce  while  dramatically  reducing  the  total  costs  of  health  care. 

I  am  here  today  testifying  on  behalf  of  the  U.S.  Chamber  of  Commerce  Federation  of 
215,000  businesses  (of  which  96  percent  have  fewer  than  100  employees,  and  71  percent  have 
fewer  than  ten),  3,000  state  and  local  chambers  of  commerce,  1,200  trade  and  professional 
associations,  and  72  American  Chambers  of  Commerce  abroad.  Accompanying  me  are  Nancy 
Fulco,  Manager  of  Regulatory  Policy  for  the  Chamber,  and  David  Voight,  Director  of  the 
Chamber's  Small  Business  Center.  The  Chamber  is  pleased  to  present  its  views  on  this  most 
critical  issue.  . 

In  addition  to  serving  as  a  member  of  the  U.S.  Chamber's  Board  of  Directors,  I  am  a 
member  of  its  Council  on  Small  Business  as  well  as  its  Health  and  Employee  Benefits 
Committee.  However,  most  importantly  for  this  hearing,  I  am  the  Chairman  of  the  Chamber's 
newly  formed  Regulatory  Affairs  Committee. 

Before  I  go  any  further,  let  me  put  the  importance  of  paperwork  reduction  to  the 
Chamber's  membership  into  perspective.    Each  congressional  cycle,  the  Chamber  surveys  its 
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members  to  detennine  the  issues  of  greatest  importance  for  the  coming  Congress.  Out  of  64 
issues  identified  for  the  104th  Congress,  paperwork  reduction  ranked  third  behind  unfunded 
mandates  on  state  and  local  governments  and  the  private  sector,  which  was  at  the  top,  and 
welfare  reform,  which  took  second  place.  The  message  seems  clear  —  the  American  business 
community  wants  to  get  back  to  the  business  of  running  their  companies  rather  than  devoting 
inordinate  amounts  of  time  responding  to  federal  government  edicts. 

The  Chamber  has  been  dedicated  to  the  issue  of  paperwork  reduction  for  many  years. 
Accordingly,  we  strongly  support  reauthorization  and  strengthening  of  the  Paperwork 
Reduction  Act  (PRA).  We  supported  the  PRA  when  it  was  first  passed  in  1980  and  we 
supported  its  reauthorization  in  1986.  Since  its  1989  expiration,  we  have  been  actively 
working  toward  its  reauthorization  and  strengthening,  and  we  are  committed  to  ensuring 
passage  of  Title  V  of  H.R.  9,  the  "Strengthening  of  Paperwork  Reduction  Act,"  during  this 
Congress. 

No  matter  what  political  philosophies  one  may  hold,  we  all  share  critical  goals  for  this 
nation.  Job  creation,  economic  growth,  and  global  competitiveness  by  American  businesses, 
particularly  small  businesses,  represent  the  big  picture.  However,  the  Chamber  also  is 
committed  to  a  safe  workplace  for  America's  employees,  equal  opportunity  for  all,  and  a  safe 
and  clean  environment  where  our  families  live  and  work,  to  name  just  a  few. 

We  maintain  that  these  worthy  goals  can  be  honored  while  paperwork  burdens  on  the 
business  conmiunity  are  reduced.  Indeed,  not  only  to  honor  these  goals,  but  in  recognition  of 
how  critical  the  paperwork  and  regulatory  burdens  have  become,  the  Chamber  has  created  a 
Board-level  policy  conunittee  -  the  Regulatory  Affairs  Committee  (RAC)  referenced  above, 
which  I  chair.  The  mission  of  the  RAC  is  to  ensure  a  sound  federal  regulatory  infrastructure 
that  is  fair,  conducive  to  business  growth  and  job  creation,  and  that  does  not  subject  industry 
or  the  public  to  unreasonable  regulatory  costs  and  burdens.  It  will  also  ensure  that  federal 
regulators  comply  with  appropriate  Executive  Orders  and  administrative  law  governing 
regulatory  review  and  information-collection  activities.     Among  the  outcomes  we  hope  to 
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achieve  with  this  committee  are: 

A  strengthening  of  the  federal  regulatory  process,  resulting  in  more  effective  rulemaking 
and  greater  and  less  expensive  compliance  by  regulated  entities; 

More  reasonable  regulations; 

An  overall  reduction  in  the  number  of  regulations; 

Reduced  paperwork  burdens  on  business  and  the  public;  and 

More  efficient  and  effective  information  resource  management  and  dissemination. 

As  Chairman  of  the  RAC,  I  look  forward  to  working  with  this  Committee  and  others  to 
achieve  these  goals. 

THE  PAPERWORK  BURDEN  PROBLEM 

The  U.S.  government  is  the  world's  largest  creator,  collector,  user,  and  disseminator 
of  information.    Congress  passed  the  PRA  in  1980  in  a  major  effort  to  reduce  federal 
paperwork  burdens  by  focusing  control  over  agencies'  paperwork  requirements  in  one  place 
-  the  Office  of  Management  and  Budget  (0MB).    The  PRA  created  the  Office  of 
Information  and  Regulatory  Affairs  (OIRA)  within  0MB  to  implement  the  Act.   At  the 
same  time,  the  PRA  created  a  corresponding  mechanism  within  local  agencies  to  enhance 
each  agency's  responsibility  and  accountability  for  reducing  the  burden  of  paperwork.    The 
new  law  set  specific  paperwork  reduction  percentages  and  established  a  mechanism  to  allow 
for  greater  public  participation  in  the  process  of  making  information-collection  and 
paperwork  policy. 

The  preamble  to  the  PRA  specifically  identifies  small  businesses  as  one  of  the 
principal  beneficiaries  of  the  Act,  which  was  adopted  by  the  same  Congress  that  enacted  the 
Regulatory  Flexibility  Act  of  1980.   Congress  believed  that  these  two  laws,  in  conjunction 
with  a  third  law  passed  the  same  year  -  the  Equal  Access  to  Justice  Act  -  would  provide 
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an  integrated  approach  to  providing  broad  regulatory  relief  for  the  nation's  small 
businesses. 

Unfortunately,  the  sought-after  results  have  not  materialized.    According  to  the 
Information  Resources  Management  Plan  of  the  Federal  Government  (November  1993), 
Americans  spent  more  than  6.8  billion  hours  filling  out  forms,  answering  survey  questions, 
and  compiling  records  for  the  federal  government  during  1 992.    This  is  equivalent  to 
employing  more  than  3  million  people  full-time  every  year  solely  to  collect,  report,  and 
maintain  information  in  response  to  federal  requirements  and  requests.    Also,  according  to 
government  statistics,  small  businesses  spend  1 .2  billion  hours  just  filling  out  their  tax 
forms  annually  —  costing  them  $60  billion  in  1992.    The  U.S.  Small  Business 
Administration  estimates  that  the  proportionate  cost  of  regulatory  compliance  for  small 
businesses  is  almost  three  times  that  for  large  fums.    Small  firms  typically  lack  both  the 
staff  to  comply  with  the  mountains  of  paperwork  that  accompany  new  regulatory  mandates, 
as  well  as  capital  and  operating  budgets  to  construct  and  maintain  the  mandated  changes. 
The  net  result  is  higher  consumer  prices,  layoffs,  and  even  bankruptcy. 

As  these  statistics  demonstrate,  it  is  often  the  cumulative  cost  impact  of  paperwork 
and  regulatory  burdens  ~  as  opposed  to  any  one  particular  paperwork  request  or  regulation 
~  that  has  the  gravest  consequences.    This  is  the  message  the  Chamber  consistently  hears 
from  its  small  business  members.    In  fact,  in  its  February  1994  Nation's  Business  magazine 
poll,  subscribers  were  asked  how  meeting  federal  paperwork  requirements  diverted 
resources  from  their  direct  business  activities.    A  resounding  95  percent  of  the  2,010 
respondents  said  that  their  resources  were  substantially  to  moderately  diverted.    Eighty-one 
percent  said  that  pending  legislation  reinstating  a  stronger  PRA  should  be  passed.    Finally, 
when  asked  what  happened  to  their  company's  federally  required  paperwork  from  1980  to 
1989  (when  the  PRA's  authorization  last  expired),  75  percent  said  it  had  increased. 

The  cumulative  cost  impact  of  paperwork  and  regulatory  burdens  has  become  so 
severe  —  particularly  for  small  businesses  —  that  businesses  can  no  longer  continue  to  incur 
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these  burdens  if  they  are  to  remain  economically  viable.   Moreover,  the  ultimate  societal 
goals,  many  of  which  are  positive,  are  being  undermined  due  to  an  inability  of  these  entities 
to  comply.    A  great  deal  of  press  has  been  given  recently  to  the  issue  of  unfunded  federal 
mandates  and  their  effects  on  states  and  localities.    Small  businesses  experience  these  same 
negative  effects  from  imfiuided  paperwork  and  regulatory  mandates,  forcing  them  to  spend 
money  they  don't  have  and  redirecting  their  resources  away  from  business  activities  that 
would  lead  to  new  and  better  products  and  services  and  to  more  and  better  jobs.   As  an 
aside,  working  closely  with  the  chief  sponsors  of  this  year's  unfunded  mandates  legislation 
in  both  the  House  and  the  Senate,  the  Chamber  was  successfiil  in  having  language  added 
that  will  require  Congress  and  federal  agencies  to  assess  the  impact  on  ihe  private  sector  of 
significant  unfunded  mandates.    Along  with  strengthening  the  PRA,  this  will  begin  to  bring 
some  accountability  to  the  federal  regulatory  process. 

The  bottom  line  is  that  businesses  do  not  seek  to  shirk  their  responsibilities  to  the 
government  or  to  society.    Rather,  they  require  a  regulatory  process  that  accounts  for  their 
needs  and  limits.    The  federal  government  must  deal  honestly  and  directly  with  the  actual 
costs  and  benefits  of  federal  programs.    A  balance  must  be  struck  between  the  desires  for 
additional  requirements  and  the  nation's  ability  to  fimd  them. 

THE  PAPERWORK  BURDEN  SOLUTION 

The  promise  of  the  original  PRA  can  still  be  realized.    Enactment  of  Title  V  of 
H.R.  9  would  bring  about  real  change  in  how  the  federal  government  imposes  paperwork 
burdens  as  well  as  the  volume  of  those  burdens.  ,   , 

The  paperwork  reduction  language  in  H.R.  9,  however,  contains  a  serious  omission 
that  the  Chamber  adamantly  believes  must  be  corrected.    Two  sections  that  are  essential  to 
the  information  management  function  of  the  federal  government  were  omitted  from  last 
year's  legislation,  H.R.  2995.   These  two  sections  are  amendments  to  the  provisions 
"Designating  an  Agency  Official  Responsible  and  Publicly  Accountable  for  Reducing  the 
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Burden  of  Federal  Paperwork"  and  "Agency  Responsibilities  for  Controlling  and  Reducing 
the  Burden  of  Federal  Paperwork"  (contained  in  Title  3  of  H.R.  2995).  We  believe  that  to 
fulfill  the  true  intent  of  the  original  Act,  these  sections  must  be  included  in  H.R.  9. 

The  PRA  created  a  management  and  accountability  structure  with  both  a  centralized 
and  decentralized  focus.    The  OIRA  was  created  with  broad  responsibilities  for  information 
management  policies  and  oversight  authority  of  agency  information  activities  throughout  the 
government.    Additionally,  the  Act  required  the  designation  within  each  agency  of  a  "high 
ranking  official"  to  manage  that  agency's  information  activities.    The  intent  was  to  create  a 
clearly  delineated  accountability  structure.  '    '  .■ 

The  language  in  Title  V  of  H.R.  9  provides  for  the  strengthening  of  OlRA's 
responsibilities  under  the  original  Act  but  fails  to  include  the  corresponding  strengthening 
provisions  for  each  of  the  agencies.    Accordingly,  these  provisions  should  be  added. 

If  enacted  with  these  modifications.  Title  V  of  H.R.  9  would: 

*  Strengthen  the  public  protections  afforded  by  the  PRA  and  the  role  of  OIRA  to  act 
as  a  restraint  on  the  insatiable  demands  for  paperwork  by  government  agencies. 

*  Reauthorize  appropriations  for  OIRA  for  five  years. 

*  Restore  the  protections  of  the  PRA  to  federal  government-sponsored  requirements 
mandating  the  disclosure  of  information  by  one  private  party  to  another  private  party 
(the  so-called  third-party  disclosure  requirements  established  under  the  1990 
Supreme  Court  decision  in  Dole  vs.  United  Steelworkers  of  America). 

*  Require  the  establishment  of  a  government-wide  goal  to  reduce  by  at  least  five 
percent  the  aggregate  paperwork  burden  existing  in  the  prior  fiscal  year. 

*  Emphasize  the  responsibility  of  agencies  to  solicit  and  carefully  evaluate  public 
comments  in  the  formulation  of  their  information-collection  requests. 

*  Require  agencies  to  substantiate  their  estimates  of  the  paperwork  burden  on  the 
public  anticipated  from  a  proposed  information-collection  request. 

*  Enhance  the  PRA's  reporting  requirements  to  distinguish  between  those  agencies 
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reducing  unnecessary  paperwork  and  those  contributing  to  the  mountain  of 
paperwork  being  heaped  upon  the  pubhc,  and  to  identify  those  paperwork  burdens 
that  flow  directly  from  recently  enacted  congressional  mandates. 

Strengthen  OIRA's  ability  to  ensure  an  agency's  compliance  with  the  PRA. 

Provide  authority  to  test  innovative  approaches  to  government  information-collection 
activities. 


Each  of  these  provisions  is  important.    However,  let  me  highlight  just  one  —  the 
issue  presented  by  the  Supreme  Court's  decision  in  the  Dole  case  ~  and  explain  why  it  is 
so  critical. 

According  to  the  Information  Resources  Management  Plan  of  the  Federal 
Government  (November  1993),  as  a  resuU  of  the  Dole  decision,  by  the  end  of  1992,  federal 
agencies  had  removed  1 52  million  burden  hours  of  information-collection  activities  from 
review  under  the  PRA.    For  example,  in  1992,  the  Department  of  Labor  removed  more  than 
50  percent  of  its  burden  hours  from  review,  the  large  majority  of  which  were  OSHA 
requirements.    I  don't  have  to  tell  you  that  small  businesses  consistently  cite  OSHA  as  one 
federal  agency  that  imposes  significant  regulatory  and  paperwork  burdens.    Yet,  the  public 
must  still  comply  with  these  requirements.  .  /-';,. 

Two  alarming  conclusions  can  be  drawn  here.    First,  the  actual  paperwork  and 
regulatory  burdens  imposed  on  the  public  are  underestimated  drastically.    Second,  there  are 
impositions  that  Americans  live  with  daily  that  have  never  been  subject  to  review,  and 
consequently,  may  not  be  the  least  burdensome  alternative  to  achieving  a  goal,  and  may  not 
even  be  feasible  or  necessary. 

Obviously,  the  case  has  profound  implications  -  it  affects  virtually  every  domestic 
policy  issue  facing  this  nation.    Even  the  author  of  the  PRA,  former  Senator  Lawton  Chiles, 
in  his  brief  to  the  Supreme  Court  for  the  Dole  case,  stated  that  the  intent  of  the  PRA  was  to 
cover  all  federal  govenunent-sponsored  paperwork. 
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SUMMARY 


The  Chamber  is  strongly  committed  to  passage  of  the  paperwork  reduction 
provisions  of  H.R.  9  during  the  1 04th  Congress.    We  hope  that  the  issue  moves  forward  on 
a  bipartisan  basis  as  it  has  in  years  past.   We  have  always  maintained  that  this  was  not  a 
partisan  issue,  but  rather  a  small  business  survival  issue.   The  American  public  is 
demanding  change  from  the  federal  government.    Strengthening  the  PRA  is  an  easy  way  for 
this  Congress  to  demonstrate  that  it  has  heard  the  voters  and  that  business-as-usual  in 
Washington  is  ending.    We  will  continue  to  devote  the  time  and  resources  necessary  to 
ensure  passage  and  implementation  of  this  legislation  early  this  year. 
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I  am  David  Massanari,  M.D.,  a  practicing  family  physician  in  Sanfoid,  Maine.  Currently  I 
serve  as  a  member  of  the  Board  of  Directors  of  the  American  Academy  of  Family  Physicians, 
and  chair  our  Commission  on  Legislation  and  Governmental  Affairs.  The  Academy  is  the 
medical  specialty  organization  representing  over  80,000  practicing  family  physicians,  family 
practice  residents  and  medical  students  with  an  interest  in  family  practice.  I  am  pleased  to 
appear  before  you  ^s  morning  on  behalf  of  the  Academy  to  discuss  the  paperwork  burden 
imposed  on  practicing  family  physicians  by  the  federal  government. 

Although  the  public  generally  does  not  equate  a  physician's  practice  with  the  "small  business," 
that  is  what  it  really  is.  Almost  half  of  the  Academy's  practicing  physician  members  are  in  solo 
practice  or  in  a  two  person  partnership,  in  other  words,  very  small  offices.  With  a  staff  of  few 
people  including  a  nurse  and  office  assistant,  these  physicians  are  small  employers,  similar  to 
other  small  employers  in  fields  other  than  medicine.  Our  job  is  to  take  care  of  our  patients,  but 
we  spend  an  incredible  amount  ot  time  doing  paperwork,  much  of  which  does  not  help  our 
patients  receive  better  care  or  protect  them  from  harm  or  lower  the  costs  of  care.  In  fact,  the 
time  we  spend  doing  unnecessary  paperwork  takes  away  from  the  time  we  have  to  care  for 
patients.  A  survey  done  by  the  Academy  found  that  family  physicians  spend  an  average  of  20 
percent  of  working  hours  attending  meetings  or  doing  administrative  tasks.  These  administrative 
tasks  often  are  the  direct  result  of  federal  regulations. 

Over  a  third  (35.5  percent)  of  family  physicians  are  in  solo  practice,  an  additional  12%  are  in 
two-person  partnerships,  and  another  third  practice  in  small  to  medium-sized  gixjups.  These 
practices  tend  to  have  very  high  overhead  and  limited  staff  resources.  They  provide  medical 
care  in  rural  America  as  well  as  in  urban  and  suburban  areas.  The  in-service  and  administrative 
structure  taken  for  granted  to  exist  in  larger  organizations  such  as  hospitals,  simply  does  not 
exist  in  these  small  practices. 

Over  the  years,  the  layers  of  federal  regulation  that  have  been  established  and  the  attendant 
paperwork  burden  have  had  a  profound  effect  on  the  practice  of  family  medicine.  Medicare, 
which  typically  covers  as  many  as  40  percent  of  a  family  physician's  patients,  is  one  of  the  most 
complex  laws  in  the  land,  with  literally  thousands  of  pages  of  regulations,  instructions, 
directives,  and  forms.  The  Physician  Payment  Review  Commission  noted  in  its  1994  Report  to 
Congress  that  increased  paperwork  was  the  second  most  common  frequent  complaint  registered 
by  physicians  with  respect  to  the  Medicare  Fee  Schedule.  Similarly,  a  1993  study  of  family 
physicians'  satisfaction  with  their  practices  concluded  that  "The  number  of  physicians 
considering  external  regulations  and  paperwork  as  problematic  has  increased  from  a  bare 
majority  [in  1983]  to  almost  unanimity  [in  1993.]  According  to  this  study,  regulations  by 
government  agencies  and  the  amount  of  paperwork  involved  in  medical  practice  are  now  felt  to 
be  moderate  to  large  problems  by  90%  of  practicing  family  physicians.  As  you  might  expect, 
the  acuity  of  bad  feeling  about  government-sponsored  paperwork  goes  up  as  the  size  of  physician 
practices  goes  down. 

When  taken  individually,  each  regulation  may  be  well  intended,  but  the  cumulative  effect  of 
prohibitions,  sanctions,  and  documentation  requirements  is  a  regulatory  overload  that  is  often 
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impossible  to  deal  with.  Regulations  emanate  from  multiple  sources  with  multiple  goals  that  do 
not  always  make  sense  from  a  physicians'  perspective,  or  that  of  his  patients.  Many  agencies 
do  not  have  adequate  experience  in  the  health  care  area  in  general  and  are  not  sensitive  to  the 
unique  challenges  faced  in  a  physicians'  practice.  Multiple  enforcement  agencies,  unclear 
standards,  rules  that  are  not  tailored  to  circumstances  all  lead  to  hassle,  expense,  frustration,  and 
anger.  They  raise  the  costs  of  providing  health  care  services  and  divert  resources  from  direct 
patient  care. 

We  commend  the  House  Committee  on  Small  Buskiess  and  Chairman  Meyers  for  convening  this 
hearing  to  call  attention  to  the  particular  impact  of  government-sponsored  paperwork  on  small 
businesses.  We  also  understand  that  the  House  Committee  on  Governmental  Reform  and 
Oversight  has  principal  jurisdiction  over  the  Paperwork  Reduction  Act,  and  we  are  generally 
supportive  of  the  approach  being  taken  in  the  legislation  that  Committee  is  diafting.  We  also 
applaud  the  efforts  of  the  Senate  Committee  on  Governmental  Affairs,  which  is  moving  rapidly 
to  bring  companion  legislation  to  the  Senate  floor. 

The  Paperwork  Reduction  Act  promises  the  public  that  the  Government  will  check  the  need  for 
information  before  anyone  is  asked  to  provide  information  or  maintain  records.  It  is  intended 
to  minimize  the  public  burden  of  providing  and  maintaining  information  that  government  needs 
to  deliver  services.  The  reports  clearance  process  established  under  the  Act  requires  agencies 
to  demonstrate  the  necessity  of  the  data  they  wish  to  collect,  its  practical  utility,  and  the 
imposition  of  the  minimum  burden  possible.  OMB's  Office  of  Information  and  Regulatory 
Affairs  is  authorized  under  the  Act  to  prevent  the  imposition  of  needless  paperwork  requests 
upon  the  public. 

We  are  particularly  pleased  that  the  following  provisions  are  proposed  to  be  included  in  the 
reauthorization  of  the  PRA: 

*  Overturn  the  Supreme  Court's  1989  decision  in  Dole  vs.  United  Steel  workers  of  America  ~ 
which  would  ensure  that  the  Act's  protection's  apply  to  all  Govemmeni-sponsored  paperwork 
by  bringing  3rd  party  disclosure  requirements  under  0MB  review; 

*  Reestablish  the  goal  of  a  5  percent  per  year  reduction  in  agency  regulations,  and  require 
agencies  to  make  recommendations  to  Congress  regarding  statutory  changes  necessary  to  achieve 
that  goal; 

*  Bring  information  storage  requirements  under  0MB  review; 

*  Establish  standards  under  which  federal  agencies  would  be  able  to  more  accurately  estimate 
the  burden  contemplated  in  a  proposed  information  collection  request; 

*  Enable  individuals  to  compel  from  OIRA  written  determinations  of  whether  a  federally- 
sponsored  information  collection  request  complies  with  the  Act's  public  protection  requirements. 
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•  Require  that  agencies  look  for  alternative,  less  costly  (least  burdensome)  ways  of  achieving 
the  purposes  of  information  collection  requests; 

We  applaud  provisions  in  HR  9  that  would  enhance  agency  responsibility  for  obtaining  public 
review  of  proposed  paperwork  burdens.  Although  the  provisions  of  the  Paperwork  Reduction 
Act  have  been  in  force  for  fifteen  years,  few  practicing  physicians  are  aware  of  the  Act's  broad 
public  purpose.  Most  of  us  see  it  once  a  year  in  a  reference  on  our  tax  forms.  By  ensuring  that 
PRA  reviews  receive  a  higher  profile  in  the  tegulatory  process  and  that  there  is  greater 
opportunity  for  public  comment  on  agency  information  collection  requests,  this  legislation  will 
facilitate  the  participation  of  family  physicians  and  other  smaU  businessmen  "out  there"  in  an 
important  governmental  process.  In  the  process,  it  will  help  the  PRA  achieve  its  potential  as 
a  tool  for  better  government. 

We  would  also  like  to  note  our  support  for  provisions  in  HR  9  that  would  amend  the  Regulatory 
Flexibility  Act  to  specifically  require  the  estimation  and  disclosure  of  monetary  costs  likely  to 
be  incurred  by  small  businesses  and  individuals  as  the  result  of  federal  regulation.  Provisions 
in  another  measure,  HR  5/S  1 ,  would  require  CBO  to  estimate  the  costs  of  new  taws  on  the 
private  sector;  however,  regulations  have  such  a  substantial  effect  on  the  impact  of  public  laws 
that  that  information  realistically  can  cannot  be  known  until  regulations  are  written.  We  also 
believe  that  it  is  imperative  that  cost/benefit  analyses  as  required  under  the  Regulatory  Flexibility 
Act  be  strengthened  and  applied  not  only  to  legislation  as  proposed  in  HR  5 ,  but  also  to  agency 
information  collection  requests  as  is  being  considered  here. 

Physicians  worry  every  day  about  how  many  laws  they're  breaking  —  an  OSHA  law,  a  CLLA 
law,  a  Medicare  law,  a  Medicaid  law.  My  office  receives  several  mailings  a  week  with  updates 
and  new  rules  and  regulations  and  it  is  impossible  for  us  to  keep  up  with  them.  Moreover,  it 
is  impossible  for  us  to  comply  with  some  of  them.  I  cannot,  for  example,  hire  an  environmental 
engineer.  If  a  federal  inspector  or  an  auditor  came  through  my  office  on  any  given  day,  I  am 
certain  that  he  or  she  could  find  things  we're  doing  wrong,  processes  we're  failing  to  document, 
forms  we're  neglecting  to  submit. 

What  follows  are  comments  on  specific  paperwork  burdens  that  now  are  causing  problems  for 
physicians. 


Inflexible  and  Clinically  Inappropriate  Medicare  Rules 

Medicare  is  one  of  the  most  complicated  and  confusing  programs  administered  by  the  federal 
government.  HCFA  has  attempted  to  resolve  various  regulatory  burdens  but  much  more  needs 
to  be  done.  Each  year,  physicians  are  faced  with  increased  layers  of  requirements  and 
inconsistent  instructions.  Not  only  are  these  regulations  cumbersome  and  expensive,  they  are 
often  badly  conceived  from  the  perspective  of  view  of  patient  care.  Exceptions  from  Medicare's 
rigid  rules,  even  for  reasons  of  medical  necessity,  are  hard  won,  and  must  in  every  case  be 
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justified  with  exhaustive,  often  redundant,  documentation.  The  cumulative  expense  and 
frustration  is  such  that  many  physicians  are  reluctant  to  accept  new  Medicare  patients  into  their 
practices. 

Permit  me  to  share  a  specific  example.  A  physician,  concerned  about  his  patient's  history  of 
borderline  diabetes,  performs  a  urinalysis  to  check  for  protein  levels.  The  physician  checks  the 
appropriate  diagnosis,  "Diabetes,"  and  submits  a  bill  to  Medicare  on  the  patient's  behalf. 
However,  Medicare  rules  state  that  a  urinalysis  i^  a  reimbursable  test  only  when  the  diagnosis 
relates  to  kidney  function  or  a  urinary  tract  infection.  Somehow,  the  carrier's  computer  is  not 
programmed  to  link  up  "urinalysis"  with  "diabetes."  The  response  comes  back  from  Medicare 
in  the  form  of  a  letter  which  instructs  the  physician  that  there  was  no  justification  for  the  test 
he  performed  on  his  patient,  and  the  bill  will  not  be  honored.  The  physician  writes  a  letter  to 
explain  that  the  test  was,  indeed,  necessary  for  proper  medical  management  of  this  particular 
patient,  attaches  appropriate  documentation  from  the  medical  record,  and  instructs  his  office  staff 
to  log  and  send  the  letter.  Phone  calls  from  the  carrier  requesting  additional  documentation 
follow,  and  computer  printouts  are  reviewed.  Eventually  the  claim  is  paid.  Medicare's 
reimbursement  for  a  urinalysis  provided  in  a  physician's  office:  $5.  This  vignette  is  typical  of 
what  happens  in  small  family  physician's  offices  many  times  a  day. 

If  physicians  were  afforded  a  greater  role  in  the  development  of  Medicare  rules  and  regulations, 
situations  such  as  the  one  I  have  just  described  would  be  less  likely  to  occur.  Therefore,  in 
addition  to  strengthening  the  Paperwork  Reduction  and  Regulatory  Flexibility  Acts  as  this  and 
other  Congressional  Committees  are  proposing,  we  strongly  recommend  that  the  input  of 
practicing  physicians  be  brought  to  bear  on  proposed  regulations  and  information  collection 
requests  while  they  are  still  in  the  internal  development  process. 

To  implement  this  recommendation,  the  Academy  recommends  that  the  role  of  the  Practicing 
Physician  Advisory  Committee  (PPAC)  be  expanded  to  include  review  of  proposed  regulations 
and  information  requests  that  would  impact  on  medical  practice.  The  PPAC  would  analyze  the 
information  request  from  a  cost-effectiveness  standpoint,  evaluate  the  clinical  appropriateness 
of  the  request,  and  make  recommendations  for  elimination,  reduction  or  refinement  of 
unnecessary,  inappropriate,  duplicative,  ineffective,  or  overly  costly  paperwork  requirements. 
The  Practicing  Physician  Advisory  Committee  (PPAC)  was  created  by  Congress  to  review  new 
regulatory  proposals  and  provide  the  input  of  practicing  physicians  on  implementation  issues. 
While  a  good  idea,  the  Committee  has  not  been  properly  utilized  by  HCFA.  Until  recently,  the 
agendas  of  the  Committee  have  been  relegated  to  relatively  minor  items,  with  the  real  issues  of 
concern  to  physicians  not  being  addressed.  The  Committee  has  the  talent  in  its  membership  to 
facilitate  resolution  of  many  of  the  problems  confronted  by  physicians  in  dealing  with  the 
paperwork  requirements  imposed  by  the  Medicare  program.  HCFA  should  be  instructed  to 
allow  the  PPAC  to  set  its  own  agenda  and  OMB  should  be  required  to  use  the  committee  to 
review  all  major  Medicare  regulations  and  information  collection  requests. 
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HCFA  Policy  Changes 

HCFA  routinely  implements  new  rules  and  policy  changes  that  are  effective  30  days  after 
publication  in  a  carrier  newsletter  or  bulletin.  Thirty  days  is  insufficient  time  for  physicians  to 
adjust  to  these  changes,  particularly  as  the  often  involve  changes  in  computerized  hilling  systems 
and  new  procedures  for  office  staff.  HOFA  should  be  required  to  notify  physicians  of  all  billing 
and  claims  processing  changes  120  days  prior  to  the  effective  date  of  the  change  in  policy. 
Exceptions  could  be  granted  in  cases  of  statutory  effective  dates  that  do  not  allow  for  a  120  day 
notice  period,  but  Congressional  intent  should  stress  that  the  agency  has  an  obligation  to  make 
a  concerted  effort  to  provide  the  maximum  amount  of  notification  in  cases  of  new  Congressional 
mandates. 


Rejeaed  Claims 

HCFA's  requirements  for  resubmitting  Medicare  claims  that  are  rejected  because  of  simple 
errors  are  disproportionately  time  consuming  and  expensive.  If  a  patient  who  is  being  treated 
for  hypertension  also  mentions  that  she  is  having  trouble  hearing,  and  they  physician  discovers 
and  removes  earwax.  Medicare  requires  that  a  modifier  be  added  to  the  visit  code  for 
hypertension  to  signal  that  a  secondary  service  has  been  provided.  If  the  physician  (or  his 
billing  office)  fails  to  include  the  modifier  for  the  principal  service,  Medicare  will  deny  one  or 
the  other  charge.  If  the  physician  resubmits  the  claim  for  payment,  he  caimot  simply  make  the 
correction  and  resend  the  same  claim.  He  must  pull  the  patient's  charts,  make  copies  of  that 
record  of  the  encounter  in  question,  attach  those  to  the  bill,  log  the  status  of  the  transaction  in 
his  own  books,  and  then  post  the  package  back  to  the  carrier.  For  the  small  charge  items 
typically  provided  in  a  family  physician's  office,  this  process  represents  a  significant  expense 
in  terms  of  time  and  resources,  while  the  account  remains  due.  It  is  another  instance  in  which 
paperwork  robs  dollars  from  patient  care. 


Post-  Payment  Audits 

HCFA  routinely  conducts  post-payment  review  audits  to  check  for  erroneous  charges  or  billing 
practices.  However,  some  carriers  inappropriately  apply  new  policies  retroactively  to  old 
claims.  Not  only  are  physicians  subject  to  interest  penalties  if  they  do  not  pay  the  amount  in 
question  within  30-days,  but  they  must  undertake  a  time-  and  paper-consuming  appeal  process 
to  correct  the  carrier's  error.  To  eliminate  this  problem,  HCFA,  in  consultation  with  PPAC, 
should  review  the  accuracy  of  the  post  payment  review  sampling  process  and  report  to  Congress 
on  recommended  policy  changes. 
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Clinical  Laboratory  Improvement  Act  (CLIA) 

CLIA  is  a  particularly  apt  example  of  how  cost-benefit  analysis  would  improve  regulatory 
activity  of  the  health  care  sector,  not  only  in  the  evaluation  of  information  collection  and  storage 
requirements,  but  also  in  terms  of  regulatory  drafting  by  Congress  and  the  agencies.  As  I'm 
sure  members  of  this  Committee  are  aware,  CLIA  was  created  in  response  to  highly-publicized 
problems  with  cytology  testing  in  a  commercial  lab,  and  now  regulates  the  full  scope  of  medical 
testing,  including  testing  done  in  physician  offic^  labs.  The  net  effect  of  this  statute  and  its 
implementing  regulations  has  been  decreased  access  to  care  for  Medicare  beneficiaries  and  an 
increased  cost  of  tests.  It  is  our  most  fervent  hope  that  the  combination  of  legislative  and 
regulatory  reform  initiatives  in  the  various  Contract  bills  will  help  prevent  this  type  of 
inappropriate  legislation  in  the  future. 

The  requirements  imposed  on  any  physician  office  that  maintains  a  laboratory  for  the  benefit  and 
convenience  of  patients  are  extraordinary.  Under  CLIA,  physician  office  laboratories  which 
perform  only  simple  tests  are  waived  from  the  law's  proficiency  testing  requirements.  However, 
"waived"  labs  are  required  to  pay  a  $100  fee  each  year  to  register  their  waived  status  with  the 
federal  government.  Physicians  have  never  understood  why  a  waived  lab  doing  waived  tests  and 
therefore  exempted  from  lab  testing  requirements  must  register  with  HCFA. 

CLIA  certification  and  documentation  requirements  for  non-waived  physician  office  labs  are  even 
more  formidable.  For  example,  as  a  matter  of  sound  medical  practice,  physicians  always  record 
patient  tests  and  results  in  the  medical  record.  However,  CLIA  requires  physicians  to  maintain 
a  separate  office  record  in  which  all  laboratory  tests  and  associated  information  are  to  be  logged 
in  chronological  order.  Such  a  requirement  may  be  necessary  in  a  centralized  lab  that  has  no 
other  record  of  the  patient,  but  for  the  physician's  office,  it  simply  represents  extra,  duplicative 
paperwork  with  no  practical  or  clinical  utility,  necessary  to  produce  and  keep  around  only  in 
case  the  auditors  drop  by. 

But  perhaps  the  biggest  waste  of  paper  is  CLIA's  requirement  that  physician  office  labs  have  a 
written  manual  that  describes  in  detail  the  procedures  used  to  perform  office-based  testing.  The 
manual  must  include  procedures  for  sample  collection,  meaning,  for  example,  that  the  physician 
must  clearly  document  how  his  nurse  is  to  instruct  his  patients  to  negotiate  the  dixie  cup  while 
sitting.  Since  physicians  offices  already  have  all  of  the  information  required  by  CLIA,  the  effect 
of  requiring  a  separate  procedures  manual  is  to  force  physician  office  staff  to  retype  existing 
information  and  store  it  in  a  new  location.  In  a  1992  Fiscal  Impact  study  of  CLIA,  Levine 
Associates  estimated  the  administrative  costs  of  recording  data,  maintaining  files,  producing 
manuals,  hiring  additional  personnel  to  handle  the  additional  administrative  tasks,  time  of 
existing  personnel,  etc.,  to  approach  25%  of  the  total  costs  of  CUA  implementation.  These 
kinds  of  requirements  render  the  physician  office  labs  fmancially  non-viable,  resulting  in  the 
closure  of  such  labs. 
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As  a  direct  result  of  ClIA  regulations,  a  1993  family  practice  survey  found  that  a  large  number 
of  family  physicians  no  longer  provide  the  level  of  in-office  testing  they  believe  is  necessary  to 
serve  their  patient  populations.  The  number  one  reason  cited  was  "Too  much  government  red 
tape".  Instead,  many  physicians  now  send  their  patients  across  town  (or  out  of  small  rural 
towns)  to  large  hospital  or  commercial  labs  for  any  testing,  at  a  substantial  increase  in  cost  to 
both  Medicare  and  the  beneficiary. 


OSHA  Blood'Bome  Pathogen  Standard 

OSHA  Blood-borne  disease  regulations  have  imposed  massive  regulatory  and  paperwork  burdens 
physicians.  These  regulations  require  physicians'  offices  to  develop  and  annually  update  an 
office  plan  for  preventing  exposure  of  office  personnel  to  HTV  or  TB.  The  plan  must  include 
a  training  program  for  all  employees,  the  content  of  which  is  specified  in  fme  detail  in  the 
regulations.  Training  must  be  annually  updated,  regardless  of  whether  changes  have  occurred 
in  office  personnel,  infection  control  procedures,  or  patient  or  employee  risk  factors.  Training 
records  must  be  maintained  for  three  years  and  must  include  dates,  contents  of  the  training 
program  and/or  a  summary,  the  trainer's  name  and  qualifications,  names  and  job  titles  of  all 
persons  attending  the  sessions.  Failure  to  comply  with  any  of  these  requirements  can  result  in 
a  $10,000  fme. 

OSHA's  documentation  and  record-keeping  requirements  impose  a  considerable  burden  on  small 
physician  practices  and  add  significantly  to  administrative  costs.  Whereas  large  medical  groups 
and  health  care  institutions  can  may  be  able  to  identify  a  nurse  or  other  qualified  health 
professional  to  take  responsibility  for  OSHA  coordination  and  compliance,  in  small  physician 
offices,  the  physician  him  or  her-self  is  often  the  only  individual  with  sufficient  expertise  to 
update  the  office  plan,  conduct  the  annual  training  sessions,  and  manage  the  records.  Physician 
time  is  expensive,  as  is  the  resulting  "down  time"  for  the  rest  of  the  office.  The  substantial  time 
and  expense  involved  in  meeting  OSHA's  documentation  requirements  could  be  far  more 
effectively  devoted  to  patient  care  services. 

The  OSHA  standard  also  requires  that  employees'  personnel  records  be  retained  by  the 
physician's  office  for  30  years  after  the  individual  leaves  employment.  Such  a  requirement  is 
impractical  for  a  small  p)ersonal  service  business  and  far  exceeds  and  recordkeeping  routines 
undertaken  within  medical  practice  even  for  patients.  As  a  practical  matter,  it  poses  added  office 
overhead  expense  for  a  small  office  with  limited  long-term  storage  capacity. 
We  hasten  to  add  that  our  complaint  stems  not  from  our  failure  to  recognize  the  need  for  careful 
precautions  against  blood-bome  pathogens,  particularly  in  health  care  settings,  but  rather  from 
fnistration  and  disappointment  that  OSHA's  overly  burdensome  and  expensive  approach  to  safety 
is,  in  this  instance,  entirely  inappropriate  to  the  nature  of  the  risk.  Guidelines  developed  by  the 
Centers  for  Disease  Control  and  Prevention  that  are  grounded  in  good  medical  science  will  do 
more  to  halt  the  transmission  of  HTV/TB  than  all  of  the  federal  government's  documentation 
requirements  combined. 
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Nursing  Homes 

Current  regulations  governing  the  medical  management  of  nursing  home  patients  have  generated 
an  enormous  amount  of  expensive  and  time  consuming  paperwork  not  only  for  physicians,  but 
for  nursing  home  administrators,  nursing  staff,  and  pharmacists  as  well,  and  have  added 
significantly  to  the  cost  of  caring  for  nursing  home  patients. 

For  example,  if  a  nursing  home  patient  should  happen  to  fall,  for  whatever  reason,  HCFA 
requires  that  the  patient's  physician  be  notified  whether  or  not  the  Incident  was  significant  from 
a  clinical  perspective  (that  is,  resulted  in  bruises  or  more  serious  injury).  Though  well- 
intentioned,  this  requirement  is  far  too  broad  and  consequently  generates  an  enormous  amount 
of  pj^wrwork.  First,  the  nursing  home  staff  must  document  the  spill,  then,  it  must  notify  the 
physician  and  document  having  done  so.  The  physician  must  then  document  the  information  he 
has  obtained  from  the  nursing  staif  in  the  patient's  chart.  Several  days  later  the  physician 
receives  written  documentation  from  the  nursing  home  that  also  needs  to  be  filed. 
Understandably,  physicians  question  the  need  for  so  much  paperwork,  particularly  in  those 
instances  in  which  a  fall  has  not  resulted  in  any  injury  to  the  patient. 

Another  set  of  regulations  stipulates  that  psychoactive  agents  may  be  administered  to  nursing 
home  patients  only  if  their  indication  clearly  documented  in  the  record.  That  is  clinically 
appropriate.  Under  the  law,  however,  it  is  the  responsibility  of  the  nursing  home  to  ensure  that 
the  appropriate  documentation  exists.  Non-medically  trained  nursing  home  administraton  do 
not  have  the  expertise  necessary  to  make  such  an  assessment,  and  therefore  typically  hire  an 
independent  pharmacy  service  to  monitor  patients'  clinical  records.  The  law  specifically 
stipulates  that  the  pharmacist  may  not  question  the  patient's  care,  only  the  documentation  of  the 
care.  Through  poorly  designed  regulations  intended  to  protect  Medicare  patients  from 
psychoactive  restraints,  a  layer  of  administrative  personnel  at  the  pharmacy  level  has  been  added 
to  do  medical  record  reviews  to  ensure  that  medical  care  is  being  documented  appropriately,  and 
is  contributing  to  the  already  exorbitant  costs  of  long-term  care. 


Medical  Necessity  Documentation  for  Lab  Services. 

HCFA  is  currently  considering  a  new  requirement  for  physicians  to  supply  documentation  of 
medical  necessity  when  ordering  more  than  12  automated  lab  tests.  This  is  a  misguided 
approach  to  a  recent  fraud  case  of  labs  billing  for  more  tests  than  the  physicians  ordered. 
HCFA's  proposed  "solution"  is  to  penalize  physicians  rather  than  the  few  labs  who  were  the  real 
culprits. 

Automated  lab  tests  are  frequently  conducted  in  panels  or  packages  in  which  several  tests  are 
performed  concurrently.  It  is  less  expensive  and  more  efficient  to  order  a  multi-panel  test  than 
to  order  individual  tests  a  la  carte. 


93 


Some  time  ago,  several  reference  labs  were  accused  of  billing  for  tests  that  were  not  ordered. 
There  were  instances  when  a  physician  ordered  a  panel  of  tests,  and  the  lab  unbundled  the 
services,  submitting  the  charges  to  HOFA  as  many  different  tests.  The  Practicing  Physicians' 
Advisory  Council  explored  this  problem  and  recommended  that  HCFA  establish  panels  that 
would  be  uniform  for  HCFA,  uniform  for  the  M.D.s  ordering  the  tests,  and  for  the  labs  billing 
for  them.  This  recommendation  would  have  addressed  the  problem  in  a  relatively 
straightforward  maqaer. 

However,  under  the  new  rules,  physicians  and  laboratories  must  document  the  "medical 
necessity"  of  each  lab  test  ordered.  This  requirement  wUl  impose  massive  new  record-keeping 
requirements  on  the  physician  community.  It  is  also  unreasonable  from  the  perspective  of 
clinical  medicine.  Laboratory  testing  is  often  a  tool  to  provide  a  missing  piece  of  the  medical 
puzzle.  Our  patients  do  not  always  arrive  on  our  doorstq>s  with  a  known  diagnosis  -  A  patient 
does  not  usually  come  into  an  office  and  say,  "Doctor,  test  me  because  I  have  lymphoma".  But 
she  might  complain  of  fatigue.  How  is  a  physician  to  prove  "medical  necessity"  when  ordering 
tests  on  a  patient  who  says  she's  tired?  Moreover,  patients  often  have  multiple  disease  processes 
occurring  at  the  same  time  or  are  borderline  for  one  or  more  diseases.  It  is  simply  not 
appropriate  for  Medicare  carriers  to  second-guess  a  physicians'  professional  judgement.  If 
physicians  are  required  to  reduce  the  number  of  tests  ordered,  or  confme  the  tests  ordered  to  a 
specific  disease  process,  the  opportunity  for  early  detection  will  be  diminished. 

The  Health  Care  Financing  Administration  says  Medicare  could  save  $60  million  by 
implementing  these  regulations,  however,  the  administrative  costs  associated  with  the  change  are 
likely  to  far  exceed  the  costs  of  any  "unnecessary"  testing. 

Furthermore,  the  draft  instructions  allow  each  carrier  the  discretion  to  require  documentation 
for  fewer  than  13  tests  if  it  believes  it  is  necessary.  This  causes  us  grave  concern  -  the  lack 
of  national  guidelines  for  enforcement  of  documentation  requirements  has  always  lead  to 
mischief  in  the  past,  and  provides  no  accountability  through  which  medical  professionals  can 
seek  recourse  on  behalf  of  their  patients  against  arbitrary  and  medically  unsound  determinations. 

If  HCFA' s  new  Medicare  Carrier  Manual  instructions  are  implemented,  then  we  will  have  a  sad 
example  of  an  entity  set  up  by  Congress  to  reduce  the  hassle  factor  -  PPAC  -  that  came  up 
with  a  mutually  agreeable  solution,  only  to  be  subverted  by  HCFA's  more  bureaucratic 
approach.  HCFA's  legitimate  utilization  concerns  could  be  more  effectively  addressed  by 
focusing  on  the  outliers  (i.e.,  profiling  the  physicians  and  labs  that  are  performing  excessive 
numbers  of  tests).  The  Academy  regards  these  carrier  instructions  as  a  good  test  of  the  scope 
and  strength  of  the  Paperwork  Reduction  Act.  We  will  be  watching  to  see  whether  OIRA  and 
0MB  assert  jurisdiction  with  respect  to  these  instructions,  and  if  so,  to  what  effect. 
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Certificates  of  Medical  Necessity 

Durable  Medical  Equipment  Regional  Carriers  (DMERC)  are  using  eleven  new  carrier-developed 
Certificates  of  Medical  Necessity  (CMNs)  for  different  pieces  of  durable  medical  equipment. 
Physicians  are  required  to  complete  these  forms  and  are  held  accountable  for  their  contents  by 
HCFA.  However,  some  of  the  questions  on  the  CMN  are  clearly  not  within  the  professional 
training  or  competence  of  most  physicians.  For  example,  a  series  of  questions  relating  to  air 
fluidized  beds  requires  the  physician  to  provide  tlechnical  input  on  the  electrical  and  structural 
capability  of  the  patient's  home  to  handle  the  bed.  Another  question  requires  the  physician  to 
certify  that  the  wiring  in  a  patients  home  is  adequate  for  the  use  of  a  home  oxygen  concentrator. 
Physicians  do  not  have  the  ability  to  make  judgements  about  electrical  or  structural  engineering. 
We  find  it  notable  that  none  of  the  CMNs  were  developed  in  consultation  with  the  medical 
profession  or  approved  by  the  federal  government.  , 


Home  Health 

Medicare  beneficiaries  receiving  home  health  care  services  must  be  recertified  in  regard  to  the 
need  for  those  services  every  60  days,  regardless  of  the  patient's  health  condition  or  other 
circumstances.  On  alternate  months,  HHAs  must  also  submit  a  progress  note  indicating  whether 
the  patient's  condition  has  changed.  Both  forms  must  be  received  and  documented  in  the 
patients  record  by  the  physician,  and  the  physician  must  order  either  a  change  in  or  renewal  of 
the  patient's  treatment  plan.  The  pq^erwork  associated  with  these  recertification  is  massive  and 
burdensome  for  both  the  home  health  agency  and  the  ordering  physician.  What  these 
requirements  fail  to  recognize  is  the  tremendous  variation  in  patient  need.  Some  patients  do  not 
require  home  health  services  for  even  as  long  as  thirty  days;  many  others  will  require  it  for  the 
rest  of  their  lives,  and  so  much  is  known  from  the  very  first  day  the  services  are  ordered. 
Rarely  do  these  monthly  reviews  results  in  any  affirmative  action  on  the  part  of  the  physician 
with  respect  to  the  patient's  plan  of  care.  Almost  all  of  the  orders'  changes  occur  because  a 
nurse  calls  with  an  acute  issue  that  is  dealt  with  on  the  phone  in  real  time.  Yet,  because  of  all 
this  unnecessary  and  duplicative  paperwork,  home  health  agencies  spend  up  to  three  quarters  of 
their  time  completing  forms  and  only  one  quarter  actually  taking  care  of  patients.  We  strongly 
doubt  that  such  requirements  would  pass  any  cost-benefit  analysis. 

We  note  that  one  of  the  screens  to  be  addressed  by  proposed  information  requests  under  the  PRA 
is  whether  the  requested  information  could  be  collected  with  less  frequency  than  proposed. 
Regarding  home  health  certifications,  HCFA's  justification  to  OMB  under  the  PRA  states 
simply,  "The  collection  of  this  information  less  frequently  would  result  in  a  lack  of  uniformity 
in  HHA  claims  determinations  and  the  continuation  of  payment  for  unnecessary  or  inappropriate 
home  health  services  furnished  to  Medicare  beneficiaries.  We  believe  that  submittal  of  the  POT 
and  MIF  forms  every  60-days  is  an  irreducible  minimum".  As  mentioned  above,  the 
inflexibility  of  this  requirement  bears  no  relationship  to  clinical  reality.  It's  logic  is  geared  more 
toward  bureaucratic  needs  than  the  needs  of  patients.     Moreover,  while  the  justification 
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estimates  that  the  "burden"  of  the  bi-tnonth  forms  amounts  to  28  minutes  for  one  form  and  IS 
minutes  for  another,  for  a  total  burden  of  2,916,922  hours  across  all  of  the  nation's  6130  home 
health  agencies  which  are  Medicare  providers,  nowhere  is  the  administranve  burden  on  the 
physician  considered  or  estimated. 

Notwithstanding  the  fact  that  physicians  and  nurses  alike  feel  the  "burden"  of  these  forms  is 
underestimated,  and^given  the  cost  of  health  professionals'  time,  it  would  make  more  sense  for 
HCFA  to  enforce  program  integrity  through  periodic  retrospective  review  of  cases,  in  which 
providers  are  compared  and  those  that  show  themselves  to  be  outliers  in  terms  of  the  amount  of 
services  they're  providing  each  client  are  more  closely  reviewed.  Who  knows,  maybe  they're 
doing  things  better? 

Once  again,  I  appreciate  the  opportunity  to  appear  before  you  today.  Federally-imposed 
paperwork  is  adding  significantly  to  the  costs  of  operating  a  small  family  medicine  practice.  It 
presents  a  growing  obstacle  to  the  attentive,  cost-effective  medical  care  that  is  family  medicine's 
hallmark.  I  and  my  professional  colleagues  appreciate  the  efforts  of  this  committee  to  seek  more 
effective  and  responsible  ways  to  minimize  that  burden,  and  we  would  appreciate  the  opportunity 
to  continue  to  work  with  you  in  that  endeavor. 
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Madame  Chairman  and  Members  of  the  Committee: 

Thank  you  for  the  (^>portunity  to  share  our  views  regarding  the  Paperwork 
Reduction  Act  and  the  necessity  of  extending  and  strengthening  it.  My  name  is  Victor 
Tucd,  and  I  am  President  of  Three  Rivers  Health  and  Safety,  in  Pittsburgh, 
Pennsylvania.  I  serve  on  the  board  of  TEC/Pennsylvania  Small  Business  United,  and  I 
am  here  today  representing  National  Small  Business  United—of  which  TEC/PSBU  is  a 
member  organization.  National  Small  Business  United  has  long  been  a  proponent  of  a 
strong  Paperwork  Reduction  Act  as  an  important  tool  for  protecting  small  companies  from 
the  less  thoughtful  or  necessary  whims  of  a  powerful  federal  bureaucracy. 

National  Small  Business  United  represents  over  65,000  small  businesses  in  all  fifty 
states.  Our  association  works  with  elected  and  administrative  officials  in  Washington  to 
improve  the  economic  climate  for  small  business  growth  and  expansion.  We  have  always 
worked  on  a  bi-partisan  and  pro-active  basis.  In  addition  to  individual  small  business 
owners,  the  membership  of  our  association  includes  local,  state,  and  regional  small 
business  associations  across  the  country.  NSBU  has  been  an  active  member  of  the 
steering  committee  of  the  Paperwork  Reduction  Act  Coalition,  a  group  of  several  national 
organizations  which  have  made  strengthening  of  the  Paperwork  Reduction  Act  a  priority 
for  the  last  several  years. 
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Every  year,  NSBU  conducts  a  survey  of  the  small  business  community  to  assess 
its  attitudes,  concerns,  and  needs.  We  always  ask  business  owners  to  identify  the  "most 
significant  challenges'  to  their  business'  growth  and  survival.  Some  issues  come  and  go 
from  the  top  ranks,  but  "regulatory  burdens"  is  consistently  one  of  the  top  three 
challenges.  There  is  a  serious  message  here  which  must  be  addressed.  NSBU  believes 
that  proposals  found  in  the  Contract  with  America,  taken  together,  will  finally  begin  to 
address  these  problems.  Together,  reform  of  the  Regulatory  Flexibility  Act,  the 
Paperwork  Reduction  Act,  CEO  analysis  of  private  sector  mandates,  a  regulatory  budget, 
and  {4)propriate  risk  assessment,  can  form  a  regulatory  "safety  net".  Reform  of  the 
Pi^rwork  Reduction  Act  is  a  fundamental  strand  in  this  net. 

By  their  very  nature,  unnecessary  federal  regulation  and  paperwork  burdens 
discriminate  against  small  businesses.  Without  large  staffs  of  accountants,  benefits 
coordinators,  attorneys,  or  personnel  administrators,  small  businesses  are  often  at  a  loss 
to  implement  or  even  keep  up  with  the  overwhelming  paperwork  demands  of  the  federal 
government.  Big  corporations  have  already  built  these  staffs  into  their  operations  and  can 
often  absorb  a  new  requirement  that  could  be  very  costly  and  expensive  for  a  small 
business  owner.  -'  .-'filt;   •  „  ■;     ....i.',     •;■.,_,■„■;  ■    .■■',<  -,,./'. 
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What  Congress  was  finally  able  to  understand— at  least  temporarily— when  it  passed 
the  1980  P^xrwork  Reduction  and  Regulatory  Rexibility  Acts,  was  that  large  and  small 
businesses  operate  in  fundamentally  different  ways;  that  federal  regulations  which  may 
in  isolation  seem  perfectly  reasonable,  especially  for  a  larger  firm,  may  be  completely 
unworkable  for  a  small  company.  Many  small  business  owners  deal  with  federal 
requirements  personally  (when  they  are  even  aware  of  them),  and  this  represents  time  tfiat 
cannot  be  spent  on  marketing,  dealing  with  customers,  or  making  a  better  product.  In 
other  words,  this  time  is  incredibly  valuable,  and  small  business  owners  would  simply 
like  to  ask  that  the  information  and  paperwork  they  must  produce  be  deemed  truly 
necessary  before  they  are  forced  to  deal  with  it. 

Most  federal  officials  who  develop  and  promulgate  regulations  are  largely  unaware 
of  the  many  activities  and  requirements  of  their  fellow  agencies.  Information  could  be 
combined,  and  redundancies  could  be  eliminated.  In  order  to  accomplish  this  goal, 
however,  it  is  absolutely  necessary  that  there  be  a  centralized  authority  to  examine  the 
overall  regulatory  scheme  of  the  federal  government.  The  Paperwork  Reduction  Act 
simply  intends  to  bring  small  business  reality  and  a  sense  of  regulatory  necessity  into  the 
thinking  of  the  federal  bureaucracy— and  eliminate  a  bit  of  redundancy  at  the  same  time. 

In  order  to  accomplish  these  goals,  the  Paperwork  Reduction  Act  (PRA)  establishes 
the  Office  of  Information  and  Regulatory  Affairs  (OIRA)   within  the  Office  of 
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Management  and  Budget  (0MB).  OIRA  is  given  the  authority  and  duty  of  preventing 
needless  and  redundant  information  requests  firom  being  imposed  on  the  public.  While 
the  agencies  are  required  to  demonstrate  the  necessity  of  the  data  request  and  to  pubUsh 
it  in  the  Federal  Register  for  pubUc  comment,  a  strong  OIRA  is  necessary  to  provide  an 
adequate  check  for  these  agencies.  They  can  hardly  be  expected  to  poUce  themselves. 

NSBU  believes  that  the  Pi^rwork  Reduction  Act  provisions  of  H.R.  9  (the  Job 
Creation  and  Wage  Enhancement  Act  of  1995),  is  a  wise  and  necessary  response  designed 
to  prevent  unnecessary  paperwork  burdens  on  small  business.  This  biU  is  drawn  from 
the  Clinger-Sisisky  bill  (H.R.  1995)  of  the  103rd  Congress,  which  NSBU  strongly 
supported.  We  are  deeply  grateful  to  the  leadership  of  Congressmen  Sisisky  and  CUngcr, 
without  whom  this  issue  would  not  have  advanced  so  far.  H.R.  9  would  authorize 
appropriations  for  OIRA  and  provide  it  with  the  authority  necessary  to  be  a  reliable 
•traffic  cop"  in  regulatory  affairs.  Furthermore,  H.R.  9  would  set  a  government-wide 
goal  of  at  least  a  5%  reduction  on  the  paperwork  burden  on  the  public. 

The  neol  for  such  legislation  is  profound.  The  Council  of  Information  and 
Regulatory  Management  has  estimated  that-conservatively,  the  cost  of  the  federal 
paperwork  burden  exceeds  $500  biUion  annually,  approaching  10  percent  of  the  gross 
domestic  product.  At  the  same  time,  however,  serious  erosion  in  the  strength  of  the 
Piqwrwork  Reduction  Act  has  occurred.         i,   -^    ^;  .r. 
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The  most  serious  point  of  erosion  came  in  1989  in  a  controversial  U.  S.  Supreme 
Court  ruling  (in  the  notorious  Dole  decision)  that  the  PRA  did  not  apply  to  federal 
pt^ierworic  requirements  unless  the  information  was  supplied  to  the  government,  as 
opposed  to  any  other  entity.  So,  a  federal  agency  could  require  a  business  to  supply  any 
amount  of  paperwork  and  reporting  to  the  public,  to  employees,  or  to  other  entities—and 
the  PRA  would  have  absolutely  no  authority  over  such  requirements.  This  ruling  clearly 
creates  an  inconsistency  within  the  Act,  which  H.R.  9  would  remove.  H.R.  9  would 
fully  reverse  the  Dole  decision  and  give  OIRA  authority  over  all  paperwork  requirements 
issued  by  the  federal  government,  as  was  originally  intended. 

The  second  serious  reason  for  concern  is  the  fact  that  Congress  and  the  Executive 
branch  have  failed  to  agree  on  authorizing  language  for  OIRA  appropriations  since  1989. 
The  net  effect  of  this  indecision  has  been  a  signal  to  the  agencies  that  they  need  not  pay 
serious  attention  to  the  role  that  Congress  has  assigned  to  OIRA.  It  is  our  sense  that 
there  are  more  unauthorized  ("bootleg")  paperwork  requests  that  in  previous  years  and 
that  the  role  of  OIRA  is  not  taken  as  seriously  as  it  once  was.  H.R.  9  would  once  again 
correct  this  problem  by  firmly  asserting  the  role  of  OIRA  and  by  fully  authorizing  that 
office. 

But  in  addition  to  strengthening  OIRA's  oversight  role,  H.R.  9  would  also  create 
enhanced  paperwork  reduction  at  the  agency  level.  Each  agency  would  have  a  paperwork 
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clearance  official,  who  would  thoroughly  review  each  proposed  information  collection 
request  to  verify  need  and  practical  utility.  Each  agency  would  be  required  to  engage  in 
planning  in  order  to  maximize  the  utilization  of  public  information  requests. 

The  need  for  H.R.  9  is  clear.  There  is  no  intention  or  desire  to  create  a  900  lb. 
g(»illa  in  0MB  in  order  to  block  all  new  federal  regulations,  and  H.R.  9  would  not  do 
so.  However,  OIRA  must  have  the  authority  and  the  ability  to  protect  small  companies 
and  the  American  public  from  agencies  that  are  largely  unaware  of  each  other's  activities 
and  of  the  unique  circumstances  of  the  country's  many  small  businesses. 

I  qjpreciate  the  opportunity  to  have  been  before  you  today  in  order  to  present  our 
point  of  view.  We  thank  the  Committee  for  its  sincere  and  continuing  interest  in  this 
very  important  issue.   We  look  forward  to  working  with  you  in  the  future. 
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STATEMENT  OF 
NATIONAL  FEDERATION  OF  INDEPENDENT  BUSINESS 

Before:  House  Committee  on  Small  Business 

Subject:  Paperwork  Reduction  Act 

Date:  January  27,  1995 


The  National  Federation  of  Independent  Business  (NFIB)  is  the  nation's  largest  small 
business  advocacy  organization,  representing  over  600,000  small  business  owners  in  all  50 
states.   The  typical  NFIB  member  employs  five  people  and  grosses  $250,000  in  annual  sales. 

This  Committee  is  to  be  commended  for  examining  the  burden  of  paperwork  on  the 
small  business  community  and  the  challenge  of  paperwork  reduction.   This  issue  is  of  long- 
standing importance  to  America's  entrepreneurs,  and  we  want  to  thank  this  Committee  for 
holding  this  hearing. 

Goals  of  the  Contract  with  America 

We  appreciate  the  opportunity  to  participate  in  this  hearing  examining  the  provisions 
of  the  Contract  with  America  that  fall  within  the  Small  Business  Committee's  jurisdiction. 
The  process  in  which  you  are  now  engaged  is  historic  -  it  is  the  beginning  of  a  debate  that 
will  hopefully  lead  to  a  substantial  reduction  in  the  tax,  spending,  regulatory  and  paperwork 
burden  imposed  by  the  federal  government  on  the  small  business  community  and  the 
American  people. 

Small  business  owners  have  a  tremendous  stake  in  the  outcome  of  this  debate.   The 
economic  goals  of  the  Contract  with  America  --  less  taxes,  spending,  and  regulation  --  are 
what  small  business  owners  have  wanted  for  years,  as  shown  over  and  over  again  in  NFIB 
surveys.   In  a  study  completed  by  the  NFIB  Education  Foundation  in  October  of  1994, 
entiUed  Small  Business  Economic  Trends,  small  business  owners  identified  their  tax  burden  as 
the  number  one  problem  facing  their  businesses.   In  that  same  1994  survey,  regulation  and 
red  tape  were  identified  as  the  second  largest  problem  of  small  business  owners,  after  holding 
the  top  spot  in  the  previous  survey. 

NFIB  members  have  been  sending  a  clear  message  to  every  level  of  government  in  the 
country  for  years:  Get  off  our  backs,  out  of  our  pockets,  and  off  our  land.  NFIB  and  its 
members  support  the  Contract  with  American  enthusiastically  and  embrace  its  goals. 
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Small  Business:   America's  Path  to  Jobs  and  Independence 

Small  business  has  a  huge  stake  in  the  outcome  of  your  deliberations  on  the 
elements  of  the  Contract  before  this  Committee.  Evidence  continues  to  clearly  suggest  that 
small  business  plays  a  unique  and  rather  remarkable  role  as  a  job  creator  and  provider  of 
personal  opportunity,  security  and  independence  for  millions  of  Americans.   Consider  the 
following: 

Jobs.   Since  the  early  1970s,  small  firms  have  created  two  of  every  three  net  new  jobs 
in  this  country  (created  jobs  minus  lost  jobs).   A  substantial  majority  of  that  job  growth  came 
in  the  very  smallest  firms  -  those  with  fewer  than  five  employees.  The  nation's  small 
business  job  machine  has  shown  a  capacity  to  produce  in  either  good  or  tough  tiiries.   From 
1989  to  1991,  a  period  of  minimal  economic  growth,  Tirms  with  fewer  than  20  employees 
created  virtually  aU  net  new  jobs  in  the  country.  Firms  of  all  other  sizes  lost 
employment  during  that  period. 

Demographics.   Almost  all  businesses  are  small  businesses.  There  are  approximately 
five  million  employers  in  the  United  States.   About  99  percent  are  small  employers.   And 
almost  all  small  businesses  are  very  small  -  so-called  Mom-and-Pop,  Main  Street,  family 
enterprises.   More  than  half  of  businesses  with  employees  employ  fewer  than  five  people. 
Almost  90  percent  of  employers  employ  fewer  than  20.   Small  business  as  a  whole  employs 
more  than  half  of  the  private  sector  workforce. 

Values.   Small  business  holds  out  to  our  citizens  great  hope.   Small  business  offers  a 
road  map  to  the  American  dream  that  allows  any  American  with  a  good  idea  and  talent  to 
follow  it  to  economic  freedom  and  security  by  starting  their  own  business  and  working  hard 
to  make  it  a  success. 

It  is  this  culture,  these  values,  that  primarily  drive  f)eople  to  start  a  business  --  not 
because  they  have  money  or  want  to  make  a  lot  of  it   In  a  1991  NFIB  Education  Foundation 
study  entitled  New  Business  in  America,  new  business  owners  were  asked  why  they  went  into 
business.   Answers  such  as  "Use  my  skills,"  "Control  over  my  own  life,"  and  "Build  for  the 
family"  were  all  cited  twice  as  frequently  by  respondents  than  was  "Earn  Lots  of  Money." 
And  having  money  to  start  with  is  not  a  distinguishing  factor  in  wanting  or  being  able  to  start 
a  business  and  pursue  the  American  dream.   More  than  half  of  all  businesses  begin  with 
less  than  $20,000  in  capital.   One  in  four  of  Inc.  magazine's  500  fastest  growing 
companies  in  1992  started  with  less  than  $5,000. 

None  of  this  should  lead  you  to  believe  that  surviving  as  a  small  employer  is  easy.  To 
the  contrary,  it  is  difficult.   About  half  of  all  businesses  do  not  survive  the  first  five  years. 

There  are  numerous  reasons  why  businesses  fail.   One  of  them  is  government  — 
government  taxes,  government  red  tape,  government  regulations,  and  government  paperwork. 
That  is  why  what  the  Congress  does  in  the  104th  Congress  is  so  important.   You  have  a 
unique  challenge  and  opportunity  --  an  opportunity  to  free  small  business  owners  and 
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entrepreneurs  from  the  drag  of  government  paperwork  and  regulation  so  they  can  do  what 
they  do  best,  create  opportunity  and  wealth  for  the  American  people. 

Paperwork  and  Small  Business 

NFIB  has  been  fighting  to  reduce  the  burden  of  paperwork  on  small  business  owners 
for  two  decades,  and  we  are  proud  to  have  been  actively  involved  in  the  passage  of  the 
original  Paperwork  Reduction  Act  (PRA),  signed  into  law  in  1980.   We  supported  the 
reauthorization  of  the  PRA  in  1986,  and  have  continued  to  support  providing  the  President  the 
necessary  tools  to  assure  that  government  agencies  only  collect  information  that  is  necessary 
and  that  they  do  so  in  a  way  that  imposes  the  least  possible  cost  and  burden  on  small 
business. 

Many  of  the  members  of  this  Committee  are  all  too  familiar  with  the  difficult  and 
disproportionate  burden  that  government  required  paperwork  imposes  on  small  business 


Trends.   In  1992,  the  NFIB  Foundation  published  an  extensive  study  entitled,  "Small 
Business  Problems  and  Priorities."   In  it,  small  business  owners  were  asked  to  rank  by 
severity  problems  they  were  experiencing  in  their  firms  from  1  to  75.   The  result  showed  that 
the  fastest  rising  concern  among  small  business  owners  was  the  burden  of  regulation  and 
paperwork.  Outside  of  health  care  and  taxes,  no  category  or  problems  concerned  survey 
respondents  more  than  regulation  and  paperwork.   Federal  regulations  and  federally-sponsored 
paperwork  requirements  are  hitting  small  business  hard. 

Statistics.  The  paperwork  burden  imposed  by  the  federal  government  is  truly 
staggering.  The  total  paperwork  burden  in  fiscal  year  1993  was  reported  to  be  approximately 
6.6  billion  hours  --  83  percent  of  that  is  associated  with  the  Treasury  Department.   This  is  the 
paperwork  burden  estimate  reported  to  the  Congress  in  October,  1993,  by  the  Office  of 
Information  and  Regulatory  Affairs  (OIRA)  in  the  Office  of  Management  and  Budget  (0MB). 
Small  business  owners  on  the  receiving  end  of  these  paperwork  requirements,  on  virtually  a 
daily  basis,  believe  that  the  cumulative  burden  reported  by  OIRA  substantially  underestimates 
the  true  magnitude  of  the  total  federal  paperwork  burden. 

Upon  what  do  they  base  this  assertion? 

The  federal  agency  imposing  a  paperwork  requirement  is  charged  with  estimating  the 
total  amount  of  time  needed  to  fulfill  the  requirement.   The  burden  is  not  merely  the 
completion  of  the  government  form,  report  or  survey.   A  greater  burden  is  likely  to  be  found 
in  the  preparatory  time,  the  time  to  understand  the  paperwork  requirement,  identify  the 
information  needed  to  respond,  compile  the  data,  and  then  present  it  in  the  manner  required 
by  the  government.   The  format  required  by  the  government  is.  too  frequently,  a  format 
different  from  that  in  which  the  data  is  usually  kept  by  the  small  business  owner.   Federal, 
state  and  local  agencies  who  collect  similar  information  often  use  different  formats,  as  well. 
Not  only  is  this  time  consuming,  it  is  often  needlessly  duplicative. 
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The  Council  on  Regulation  and  Information  management  (C-RIM),  a  group  which  has 
devoted  itself  since  1942  to  the  rationalization  and  minimization  of  Federal  regulatory  and 
paperwork  reduction  processes  believes  that  the  agency  burden  estimates  furnished  to  OIRA 
may  underestimate  the  total  burden  imposed  on  the  public  by  about  one-third.   C-RIM's 
estimate  of  the  total  paperwork  burden  is  10  billion  hours.  Given  an  average  compliance  cost 
of  $50  per  hour,  C-RIM  estimates  that  the  annual  cost  of  federally  sponsored  paperwork 
burdens  is  about  $500  billion.   Approximately  nine  percent  of  the  Gross  Domestic  Product  is 
dedicated  to  meeting  government  information  needs. 

The  burden  falls  disproportionately  on  small  business  men  and  women  for  a  simple 
reason:   a  small  business  is  required  to  complete  more  paperwork  than  an  average  citizen  and 
does  so  at  a  greater  cost  than  is  the  case  in  a  large  business.   It  is  estimated  that  small  firms 
are  hit  three  times  as  hard  as  other  businesses  by  the  burden  and  cost  of  regulation  and 
paperwork,  simply  because  they  do  not  have  the  human  or  financial  resources  to  absorb  the 
burden. 

The  heart  of  the  matter  is  quite  simple.   Should  the  Executive  Branch  have  the 
responsibility  to  look  at  the  cumulative  impact  of  every  single  paperwork  requirement  placed 
on  the  private  sector  and  the  authority  to  reduce  and  streamline  them?  The  answer, 
emphatically,  is  yes. 

This  is  what  the  Paperwork  Reduction  Act  was  all  about  in  1980,  and  is  why  is  must 
be  strengthened  today.  Not  only  for  the  sake  of  small  business  owners,  but  also  for  the  sake 
of  the  government  agency  imposing  the  paperwork  requirement. 

Problems  with  the  Paperwork  Reduction  Act  of  1980 

The  Paperwork  Reduction  Act  has  not  functioned  as  effectively  as  it  was  designed  to 
do,  as  evidenced  by  the  growth  of  concern  among  small  business  owners  about  regulation  and 
paperwork.  The  PRA  created  the  OIRA  for  the  purpose  of  reviewing  and  approving  all 
information  collection  efforts  undertaken  by  federal  agencies  and  reducing  the  paperwork 
burden  on  the  private  sector  and  state  and  local  governments.  The  PRA,  however,  has  been 
dealt  numerous  setbacks  in  recent  years. 

First,  OIRA  has  operated  since  1989  without  authorization.  The  effect  of  this  has  been 
to  signal  to  the  agencies  that  they  do  not  need  to  pay  much  attention  to  OIRA  because 
Congress  doesn't  either.   Second,  the  PRA  was  undermined  in  1990  by  the  Supreme  Court's 
decision  in  Dole  v.  United  Steelworkers.  in  which  the  Court  ruled  that  OIRA's  review 
authority  did  not  cover  so-called  third  party  disclosures,  even  though  the  law's  prime  sponsor, 
then-Senator,  now-Governor  Lawton  Chiles  (D- Florida)  filed  an  amicus  brief  indicating  the 
PRA  was  intended  to  cover  all  federal  information  collection  requirements.   This  decision 
meant  that  all  paperwork  burdens  that  businesses  were  required  to  complete  but  not  return  to 
the  government  were  no  longer  subject  to  OIRA  review.  Third  party  disclosures,  which  are 
government  forms  that  do  not  have  to  be  returned  to  the  federal  government,  account  for 
approximately  one-third  of  all  federally  required  paperwork.   Finally,  the  PRA  has  been 
weakened  by  instances  of  agency  noncompliance.  This  is  exemplified  by  the  Environmental 
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Protection  Agency,  which  has  in  some  cases  ignored  or  forgotten  to  seek  reapproval  of 
information  collection  requests  every  three  years  as  required  by  the  law  in  the  "sunset" 
provision.   Agencies  often  neglect  getting  approval  from  OIRA  for  their  paperwork  requests, 
and,  therefore,  don't  have  control  numbers  which  are  also  mandated  by  law. 

Making  the  Act  Stronger 

What  should  be  done?   NFIB  and  the  small  business  community  strongly  support  a 
paperwork  reduction  effort  similar  to  S.  244,  the  Nunn-Roth-Glenn-Eond  Paperwork 
Reduction  Act  of  1995,  and  its  House  companion  sponsored  by  Representatives  Bill  dinger 
and  Norm  Sisisky.   Identical  legislation  passed  the  Senate  twice  in  the  103rd  Congress. 
These  bills  signify  a  giant  step  in  the  right  direction  in  the  effort  to  reduce  the  paperwork 
burden  on  small  business. 

The  Paperwork  Reduction  Act  of  1980  has  proven  itself  in  a  number  of  ways.    First, 
the  1980  Act  assures  that  the  public  will  have  an  opportunity  to  comment  upon  proposed 
federal  paperwork  burdens,  and  to  suggest  means  to  make  needed  collections  of  information 
less  burdensome.   The  legislation  being  discussed  today  substantially  strengthens  that 
opportunity  for  public  participation.   Small  businesses  will  have  an  earlier  opportunity  to  shed 
the  light  of  practical  business  reality  on  a  proposed  paperwork  requirement   Small  firms  will 
be  able  to  point  out  when  nearly  identical  information  is  being  collected  by  another  federal 
agency.   The  burden  of  needed  information  can  be  minimized  by  suggestions  regarding  the 
timing  of  the  submission  as  well  as  the  data's  format. 

The  1995  paperwork  bill's  proposed  amendments  reemphasize  that  it  is  the 
responsibility  of  an  agency  proposing  a  paperwork  mandate  to  meet  the  fundamental  standards 
of  the  1980  Act  --  need  and  practical  utility.   It  is  the  responsibility  of  the  proposing  agency 
to  conclusively  demonstrate,  to  the  public  and  subsequently  to  OERA,  that  the  information  to 
be  collected  is  necessary  for  the  performance  of  an  authorized  agency  activity.   Further, 
having  established  a  need,  the  agency  must  be  able  to  demonstrate  that  the  information 
generated  by  the  proposed  paperwork  requirement  will  be  fully  utilized. 

The  Paperwork  Reduction  Act  of  1995  builds  upon  a  fundamental  premise  of  the 
original  Act  --  improving  the  government  systems  for  managing  the  use  of  information  will 
contribute  to  the  lessening  of  the  overall  burden  on  the  public.  That  premise  is  even  truer 
today.   As  government  adapts  to  the  so-called  "information  age,"  smarter  use  of  information 
is  the  key. 

The  Paperwork  Reduction  Act  of  1980  contains  a  goal  of  reducing  paperwork  burdens 
by  five  percent  per  year.   NFIB  believes  strongly  that  this  paperwork  burden  reduction 
must  be  strengthened  as  well  as  increased  to  a  goal  of  10  percent  a  year  for  the  next  five 
years.  After  five  years  of  consistent  reduction,  the  government  should  not  be  allowed  to 
create  new  paperwork  unless  it  eliminates  old  requirements  —  a  zero  sum  gain.   We  would 
urge  this  change  be  made  to  the  Paperwork  Reduction  Act  of  1995  before  it  is  passed. 
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Any  paperwork  reduction  effort  must  also  cover  the  third  party  disclosure  issue 
manifested  in  the  Dole  case.   An  employer  who  must  complete  1-9  forms  and  be  subject  to  its 
stiff  penalties  for  noncompliance  is  not  likely  to  be  burdened  less  by  the  paperwork  simply 
because  he  does  not  have  to  return  to  the  form  to  the  government.   In  addition,  this  decision 
has  creased  a  loophole  through  which  agencies  can  and  do  avoid  OIRA  review.   The  General 
Accounting  Office  has  indicated  that  since  the  Dole  case,  the  Departments  of  Labor, 
Transportation,  and  Health  and  Human  Services,  for  example,  have  sent  far  fewer  paperwork 
proposal  to  OIRA  for  clearance.  This  loophole  must  be  closed.   And  finally,  a  private  right 
of  action  should  be  granted  to  any  citizen  who  petitions  OMB  for  a  detemiination  of  whether 
a  paperwork  request  is  subject  to  the  Act's  protections.   In  other  words,  a  citizen  should  have 
standing  to  sue  if  OMB  does  not  give  them  an  answer. 

Conclusion 

It  is  important  for  Congress  to  take  action  to  reduce  die  paperwork  burden  on  small 
business. 

SmaU  business  has  created  approximately  two  of  every  tiiree  new  jobs  over  die  last 
two  decades.  Businesses  with  four  employees  or  less  created  virtually  all  the  net  new  jobs 
since  1989.  Small  business  is  being  counted  on  to  continue  Uiis  remarkable  record.  If  this  is 
to  continue,  we  must  clear  the  hurdles  tiiat  prevent  a  small  business  owners  from  focusing 
time,  resources  and  talent  on  productive,  job  creating  work.  Paperwork  is  a  giant  hurdle  -- 
we  need  relief. 

Small  business  owners  do  not  believe  all  government  information  collection  is 
inherentiy  bad.  But  they  are  deeply  concerned  tiiat  much  of  it  is  duplicative,  impractical  and 
a  harmful  drain  on  a  small  firm's  ability  to  produce,  compete,  pay  its  employees,  pay  taxes, 
create  jobs  and  make  a  living. 

The  National  Federation  of  Independent  Business  is  hopeful  that  the  Congress  will 
make  real  progress  on  paperwork  reduction  in  die  104th  Congress  and  pass  a  strong 
Paperwork  Reduction  Act  of  1995. 
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